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SUBCOMMITTEE HEARINGS ON ARMY DISPOSAL PROJECT NO. 
10—MUSCLE SHOALS CHLORINE PLANT, ALABAMA 


House or REPRESENTATIVES, 
SUBCOMMITTEE 
oN Estate anp Consrruction 
OF THE COMMITTEE ON ARMED SERVICES, 
Washington, D. C., Tuesday, June 2, 1953. 

The special subcommittee met at 10 a. m., the Honorable Paul 
Cunningham presiding. 

Mr. CunninGHam. The subcommittee investigating real-estate 
acquisitions and construction will be in order. Let the record show 
that a quorum is present. 

We have before us this morning a very important real-estate pro- 
posal of the Department of the Army. The project involves the out- 
leasing of the Muscle Shoals chlorine plant in Alabama. I will ask 
Mr. Kelleher, counsel for the committee, to present a brief factual 
statement of the Army’s proposal. When he has concluded his 
statement, we will hear from Mr. Lawson B. Knott, of the Office, 
Ghief of Ka¢ineers, and such other witnesses as he has accompanying 

n. t@@Mr. Knott’s testimony we will hear Mr. John L. Gillis, 
idfst of the Monsanto Chemical Co. Also present, repre- 


ting theggational Production Authority, are Mr. Arthur Schroeder, 
chief “ot the Compressed Gas Section and Alkali Section of that 


hofity, 


the 
r. Kecite@ftr. Mr. Chairman, the first project this morning is 


Arby disposal No. 10 which involves the outleasing of the Muscle 
Shoals chlorine plant, Muscle Shoals, Ala. 

The plant property comprises some 317 acres. The plant with its 
installed industrial equipment has a capacity of 225 tons of chlorine 
and 250 tons of 70 percent caustic soda byproduct per day. The 
plant was authorized in December 1950 to augment chlorine produc- 
tion, chlorine being at that time short supply. The land for this 
installation was acquired and construction prosecuted under the 
expediting production authority in the 1950 and 1951 appropriations 
acts. The plant was designed and constructed by Monsanto Chem- 
ical Co. and the Leonard Construction Co. 

The chlorine plant was completed in 1952 at a total cost, including 
land, of $20,580,000. It has not been placed in operation, however, 
primarily because the phosphate development works, an industrial 
of the Chemical Corps being constructed on nearby TVA lands, will 
not be fully completed until next month. The plant has been kept in 
a standby-under-power status since its completion. 
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nd Mr. Paul Fodor, Chief of the Inorganic Division of 
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The function of the chlorine plant is to supply chlorine and caustic 
soda for the Phosphate Development Works. For a description of 
the whole operation, it will be necessary for the committee to go into 
executive session since such will involve classified matters. 

The contract between the Government and the Monsanto Chemical 
Co. gives that company a 60-day option for the leasing of the plant 
and a rental to be arrived at by the use of a formula set forth in the 
contract. If the Monsanto Co. does not exercise its option, it is pro- 
posed to advertise the property for lease. Such a lease will provide 
for termination by the Government during any national emergency, 
including the present one, or termination if the Secretary of the Army 
deems such to be necessary in the interest of national defense. The 
lease also will provide that the lessee shall, upon notice, furnish 
chlorine and caustic soda to the maximum capacity of the plant for 
national-defense requirements for the Army, Navy, and Air Force. 

The Department states that leasing of the plant for commercial 
production of chlorine and caustic soda will (1) relieve the Govern- 
ment in maintenance costs, (2) retard chemical deterioration which 
is more readily detected when the plant is in operation, (3) make 
available the productive capacity of the plant to private enterprise 
without losing its military potential when required, and (4) provide 
a monetary return on the Government’s investment in the form of 
rentals. 

That concludes the statement, Mr. Chairman. 

Mr. Cunnineuam. The committee will be pleased to hear from 
Mr. Knott, of the Office of the Chief of Engineers. Mr. Knott. 

Mr. Knott, if you have a prepared statement you desire to file 
you may do so, or you may read your statement, or you may file it 
and make comments, whichever you prefer. 

Mr. Knorr. Mr. Chairman, I came prepared and bought with 
me representatives of the Chemical Corps and also our own leasing 
operations in the Chief of Engineers. The Chief of Engineers, as 
you understand, has the responsibility for leasing these plants when 
they are available for lease. 

Mr. Kelleher has restated the project and while the project is 
summary in fashion, it does contain the essential elements of the 
Army’s proposal in this case. 

He has indicated that this plant was constructed to meet a need 
which we thought might develop. It was constructed at a time when 
the best information available to us was that there was a shortage 
and that this plant, the construction of this plant, was the minimum 
assurance that the Army could take in order to provide against that 
day when we might need it. 

That action having been taken, but some 2 years having elapsed 
and the situation having altered somewhat, we find ourselves in the 
position of having a plant which can be for a time made available to 
private enterprise. And of course, we are fortunate in having a law 
which does authorize, in fact envisions that we will in holding these 
plants which are considered essential to our ultimate operation—hold- 
ing those plants and taking into account as a part of the consideration 
in any lease of those plants the maintenance protection, restora- 
tion, and preservation of those plants. 

Perhaps having thus again summarized the project, Mr. Chairman, 
if it is the committee’s pleasure that it would like to know a little 
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more about the plant, I would like to have Mr. De Angelis of the 
Chemical Corps to give you some of that background. 

Mr. Cunninecuam. Let me ask you this, Mr. Knott: It is your 
belief and opinion that it is to the best interest of the Government to 
lease it at the present time? 

Mr. Knorr. That is right, sir. 

Mr. Cunntnauam. And the lease proposal will be in such terms 
that if the Government needs it for security purposes or for any other 
reason in the future it may recapture it? 

Mr. Knorr. That is right, sir. The law so requires. 

Mr. CuNNINGHAM. You may proceed, then, unless there are some 
questions from any member of the committee. 

(No response.) 

Mr. CunninGuam. Proceed with your additional witnesses. 

Mr. De Ancetts. Mr. Chairman, when this plant was constructed 
it was anticipated that it would go into operation in December of 1951 
to supply chlorine for our other facility in the same area. 

However, there was during the time of construction a steel strike, 
there were difficulties in obtaining materials, and the completion of the 
chlorine plant was delayed until June of 1952. The other facility 
which would have used the chlorine at that time was also being 
delayed in construction. And the first operation of it was in August. 

Mr. Cunnrncuam. What year? 

Mr. De Anceuts. Of 1952, sir. 

There have been encountered certain technical difficulties which 
have delayed the completion or the successful operation of that 
facility. We anticipate to get out of these technical difficulties within 
a space of a few months. However, we do not think it is advisable to 
maintain this plant in under-power status at this time, feeling that it 
is in the best interest of the Government to do so. 

We feel it would be more advantageous to have the plant operated 
by lease and cut down on some of the maintenance costs. 

There are also other advantages, that if the plant is operated it will 
be maintained ready for call at any time that we may want the 
production for security purposes. 

Mr. Harpy. May I clear up one question in my own mind, Mr. 
Chairman. 

Mr. CunnincHam. Mr. Hardy. 

Mr. Harpy. I understand that the contract with Monsanto 
covered the construction of the facility and also contained an option 
to lease that facility upon its completion; is that correct? 

Mr. Knorr. Yes. 

Mr. Dr Anaetis. If it were offered for lease, yes. 

Mr. Harpy. If it were offered for lease? 

Mr. De Anceuts. Yes. You see, during the last war we built a lot 
of plants and at the end of the last war, when maintenance funds were 
difficult to get, and in order to maintain the establishment and to help 
the civilian economy there was a law, as Mr. Knott has stated, which 
permitted the leasing of Government plants for their intended purpose 
or for conversion to civilian use. 

Mr. Harpy. I understand it was necessary to put the option to lease 
in the contract in order to get Monsanto to construct the plant? 

Mr. De AnGE Is. Well, there was another consideration. The 
process used is a process on which Monsanto owns the exclusive rights. 
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It is an improved process. It has certain advantages that we thought 
desirable. 

Now, when they construct plants for industry, they charge a royalty 
on the chlorine that is produced. However, for Government or 
defense purposes, they waived that requirement. We did not have to 
pay a royalty. And in consideration of that, certain provisions were 
made in the construction contract. 

Mr. Harpy. Did your option in your contract carry the condition 
that this option could not be exercised unless approved by this 
committee? 

Mr. Knorr. No, there is no such provision, Mr. Hardy. 

Mr. De AnGeEtts. No, sir. 

Mr. Knorr. I believe that was prior in time to the enactment of 
title VI. 

Mr. Harpy. The contract was made before title VI was enacted? 

Mr. Knorr. That is right. 

Mr. Harpy. So that at the time the contract was drawn, it was 
contemplated that the Army would either operate the plant itself or 
Monsanto would be given the privilege of leasing it, at a formula set up 
in the act? 

Mr. Knorr. In the construction contract. 

Mr. Harpy. I mean in the contract? 

Mr. Knorr. That is right. 

Mr. Harpy. Now, in view of the passage of title VI, the Army finds 
it is in a position of having to present this matter to the committee 
before it can proceed to fulfill its lease obligation under the contract; 
is that correct? 

Mr. Knorr. Before it can proceed with its proposal to lease. Of 
course, if the decision was not to lease, the problem wouldn’t arise. 
But in proposing to lease, then we bring into operation this particular 
provision of the lease, I mean this particular provision of the contract 
whereunder Monsanto has an option for a period of 60 days to lease. 

Mr. Harpy. For a period of 60 days following a decision of the 
Army as to whether it will operate it or lease it? 

Mr. Knorr. Well, from the time it is presented with a lease, the 
tvpe of lease which the Army would offer under these conditions. 

Mr. Cunninouam. Has that lease been presented? 

Mr. Knorr. The tentative terms were discussed with Monsanto 
only yesterday. 

Mr. Cunnincuam. The point I am getting at: Has the 60-day 
option period started to run? 

Mr. Knorr. No, sir. 

Mr. Cunntncuam. Does the Government own this 317 acres in 
fee? 

Mr. Knorr. It was in several parcels, Mr. Chairman, and while we 
have possession either by ownership under a deed or under a declara- 
tion of taking, the acquisition has not actually been completed. All 
owners have not been paid. 

Mr. Cunnrycuam. But it is possible for the Government under 
its present agreement to acquire the fee title to the entire acreage? 

Mr. Knorr. Exactly, and we have the responsibility to proceed. 

Mr. Harpy. It is possible, then, the Government will own in fee all 
of the land either through condemnation or otherwise? 

Mr. Knorr. That is right, sir. 
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Mr. Harpy. We won’t be in the position of having a plant built 
on some leased land? 

Mr. Knorr. No, sir. 

Mr. Cunntncuam. Mr. Bates. 

Mr. Bares. Mr. Knott, you say there is a shortage of chlorine 
today? 

Mr. Knorr. Mr. De Angelis, would you care to comment on that? 

Mr. Dre Aneeuis. The situation with respect to chlorine today has 
changed considerably from what it was 6 months ago. The latest 
trade journals report that chlorine is available to meet all needs today 
of the civilian or commerc al market. 

However, all the predictions and all the forecasts of the last 2 or 3 
years were to the effect that chlorine shortage would continue up 
until about 1955. As a matter of fact, surveys made by NPA and 
Munitions Board and other people, consultants to the industry, 
indicated there would be a demand or a shortage up until about 1955, 
not counting any military requirements that might be placed on the 
chlorine industry. 

Mr. Barss. Is there any arrangement whereby the Army will buy 
chlorine from this particular plant once it is put into operation? 

Mr. Dr AnGeEtts. We have checked the requirements of the other 
defense services—Navy and Air Foree—— 

Mr. Knorr. That is contemplated, Mr. Bates. 

Mr. Dr Yes. 

Mr. Knorr. That we will embody in the lease agreement a pro- 
vision that requirements of the services will be supplied. 

Mr. Bares. From this particular plant? 

Mr. Knorr. That is right, sir, to the extent required. 

Mr. Bares. And what is your estimate at the present time con- 
cerning the amount required? 

Mr. Knorr. I can’t answer that. Do you have any information? 

Mr. De Ancetis. At the present time the chlorine which is required 
by the other services is a negligible amount, that is, direct chlorine. 
However, industry in manufacturing many of its end items for the 
Army or the Department of Defense uses chlorine indirectly, in the 
manufacture. 

Mr. Cunntncuam. Let me interrupt a moment right here? 

Mr. De AnGeE ts. Yes. 

Mr. CunninGuam. I understand, Mr. Knott, some question might 
be asked which you prefer to give your answer to in executive session. 
If such questions do occur, will you please so advise the chairman? 

Mr. Knorr. Yes. 

Mr. Bares. In other words, in this lease which will be written there 
will be an understanding that a certain percent of the total output will 
be purchased from this plant by the Army? 

Mr. De nits. If required, ves. 

Mr. Knorr. That is up to the full capacity, Mr. Bates. 

Mr. Bates. I understand that. 

Mr. Knorr. Up to the full capacity. 

Mr. Bares. And that would be written in the lease? 

Mr. Knorr. That is right, sir. 

Mr. Bares. And a certain percentage specified? 

Mr. Knorr. Well, up to the full capacity. 


= 
3 
{ 
\ 


2218 


Mr. Bares. Yes. Now what would be done with the phosphate 
plant? 

Mr. Dre Ance.tis. The phosphate plant will be operated and will 
take chlorine from this plant. Any chlorine that we would need for 
the Army outside of the phosphate development works would also 
be taken from that plant. 

Mr. Bares. Yes. What sort of an arrangement are you going to 
have concerning the operation of the phosphate plant? 

Mr. De Anceuis. We anticipate placing that plant in operation 
just as soon as the technical difficulties or bugs are removed out of the 
process. We are under active test of that plant at the present time 
and we want to get it in operation. We have—— 

Mr. Bares. Are you going to do it by lease or are you going to do it 
yourself? 

Mr. Dr Angae ts. It is going to be done by TVA. They are going 
to operate it for the Army. 

Mr. Bares. And you expect to operate that plant at full capacity? 

Mr. Dr ANnGeuts. Yes, starting as soon as we have these slight 
difficulties out of the process removed. 

Mr. Bares. As I understand when you established the original 
chlorine plant, it was to provide for the phosphate plant; is that 
correct? 

Mr. De AnGeEuis. You are correct, sir. 

Mr. Bares. And you intend, then, to operate the phosphate plant 
at full capacity? 

Mr. De AnGeuis. The answer is “Yes.’ 

Mr. Barres. And then you would know fairly well what your 
demand would be from your chlorine plant? 

Mr. De Anaeuis. We will, ves. 

Mr. Bares. And that all the chlorine that will be used at the 
phosphate plant will be procured from the chlorine plant? 

Mr. De AnGeuis. Yes. 

Mr. Cunnincuam. Mr. Nelson, any questions? 

Mr. Netson, Yes, Mr. Chairman. What is the present cost of 
maintenance of this plant on a standby and under-power basis? 

Mr. Knorr. The figures given at the time we submitted this proj- 
ect, Mr. Nelson, was based on bare maintenance. I have since learned 
that because certain aspects of the construction were not complete, 
that the actual costs, the actual amount of money being paid to 
Monsanto now exceeds that. Perhaps Mr. De Angelis can give us 
some of those current figures. But on a basis of bare maintenance of 
the plant, the estimate in the project submission is correct, about 
$240,000 a year. 

Mr. $240,000? 

Mr. Knorr. That is right. 

Mr. Dx Anceuis. As a matter of fact, we have received from the 
contractor, the Monsanto Co., a plan which indicates that mainte- 
nance, if the plant were in complete dead standby, would be less than 
that, something like around $200,000. But we took over the plant 
from the construction people prior to its full completion because we 
felt that if it were placed in the hands of the planned operator, he 
could complete certain finish of construction, train his employees, 
and thereby save a dual overhead maintenance in continuing the con- 
struction people there until certain items of late delivery were received, 
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and so on. So we felt that the operator could more efficiently complete 
the cleanup and the construction of the plant. Now that is why the 
cost incurred to date have been slightly higher than a pure standby 
cost. 

Mr. Neuson. What is the rental provided in the proposed lease to 
Monsanto Co.? 

Mr. Knorr. Well, that is based on a formula which has a direct 
relationship to the construction cost. Now that figure, Mr. Nelson, 
has a variable not to exceed approximately 10 percent of the figure 
given. 

Mr. Netson. Ten percent of construction cost? 

Mr. Knorr. No. I was explaining that the figure given in the 
project was the estimated cost as of today. But as I have indicated, 
there is some construction of a minor nature vet incomplete which is 
in progress. So the cost reported may run up from 5 to 10 percent 
more than was reported. So that that would be the variable factor. 

Now, based on the figures reported in the project, with a construc- 
tion cost of $17,404,000, and a land cost of $120,000, and—then 
another element that is carried as a part of the construction cost is 
the mercury that is placed in these mercury cells at the installation of 
the cells in the plant. That item runs $3,176,000. In that manner 
we arrive at the figure of $20,700,000 reported in the project 
submission. 

Mr. Cunnincuam. I have $20,580,000. Is that correct? 

Mr. Knorr. I believe that was without the land. 

Mr. Cunnrncuam. I see. Then this lease will be at least 10 percent 
of $20,580,000? 

Mr. Knorr. No, sir. I was indicating that this cost may run up 
to as much as $22 million. So to give you a firm figure based on the 
formula would have to await a final accounting on the construction 
figures, yousee. So instead of dealing with a basic figure of $20 million, 
we might be dealing with a figure as high as $22 million. 

Mr. CunnineHam. But in any event, it would not be less than 
$20,700,000? 

Mr. Knorr. Exactly. 

Mr. Cunnrneuam. And 10 percent of that? 

Mr. Knorr. No, sir. 

Mr. Netson. What is the formula? 

Mr. Knorr. The formula goes on this basis. It is a depreciation 
factor and using these figures we have worked out this result: That 
17 million at 6% percent would run $1,160,000. That is figuring the 
depreciation for 1 year. It is 6% percent per year on the depreciation. 
And then the depreciated original cost would be $19,540,000, with an 
annual rental stipulated at 12 percent, which would be $2,344,800. 
So that it would be a figure in the neighborhood of 2% to 2% million 
dollars that would be expected if Monsanto were to exercise its option 
at this time to lease the plant. 

Mr. Cunninouam. And at the present time, the plant is a dead 
weight for the Government; is that right? 

Mr. Knorr. I believe that is so. 

Mr. De AnGetis. At the present time, those words would describe 
its status, because we are not taking any chlorine from that plant for 
other purposes. 

Mr. Cunntneuam. And how long has it been a dead weight? 
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Mr. De Anaeuis. We operated the plant for test purposes in June 
and felt that we would be putting the plant on stream at any time. 
But we have been continually pushed back due to delays in the other 
facility. We did take chlorine from that plant in August and October, 
and we have taken caustic from it, from what was produced, and used 
it in test operation. 

Mr. Cunninauam. In ’52? 

Mr. De AnGeuis. Yes. But we have been delayed. 

Mr. Cunnincuam. I have another question or two. As I under- 
stood the previous statement, the process to be used by Monsanto 
Chemical is a process protected by patents? 

Mr. Dre AnGeEuis. By patents or trade agreements with the 
Denora Co. 

Mr. Cunnineuam. And in the event this option is exercised and 
the lease is entered into with Monsanto Chemical, the Government 
will have prior right to purchase the product from Monsanto, and 
also the right to recapture the plant in event of an emergency or if 
it is desired necessary to do so? 

Mr. Knorr. That is right, sir. 

Mr. Neuson. Mr. Chairman, I would like to finish my interro- 
gations. 

Mr. CunninGuam. Oh, pardon me, | thought you had finished. 

Mr. Netson. Now, I understand this chlorine is going to be fed 
to a phosphate plant operated by TVA for the Government? 

Mr. Knorr. That was the plan, yes. 

Mr. Neuson. What percentage of the chlorine will the phosphate 
plant use? 

Mr. Knorr. This map I think will show the interrelationship of 
the two plants with the pipeline. 

(Mr. De Angelis aside to Mr. Nelson.) 

Mr. Neuson. Does this indicate what percentage of the chlorine 
produced in this plant will be consumed by the phosphate plant? 

Mr. De AnGeuis. I will answer your question, sir. When we 
first entered into the construction of this plant, the process which 
we were going to use in the phosphate development works was esti- 
mated to take in the neighborhood of 200 to 210 tons of chlorine a 
day. During the construction of the phosphate development works, 
certam advances were made in the process and it is now possible and 
we anticipate that it will be possible to utilize the byproduct of the 
phosphate development works by recycling it through another process 
and thereby cutting down the demand for chlorine. If that proves 
out correctly during this test operation that we are now conducting, 
we will cut down the demand for chlorine from about 200 tons to 
slightly over 100 per day. 

Now that is the reason, or one of the reasons that the Government 
feels that it would not be advantageous to have a big plant operated 
for 50 percent of its capacity under the original scheme of contract 
operation. 

Mr. Neuson. You mean the capacity of the chlorine plant is 200 
tons a day? 

Mr. De AnGeuis. Around 225, sir. 

Mr. Nexson. Well, now, do you have any agreement with Monsanto 
Chemical as to the amount they will charge for the chlorine? 

Mr. De AnGe.is. You mean if they operate it by lease? 
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Mr. Neuson. That is right. 
Mr. De AnGeEuts. That is provided in the lease, to be a price to be 
negotiated or be agreed upon, not to exceed the current market price. 

Mr. Newtson. Chlorine is a very scarce commodity? 

Mr. De AnGeuis. Well, not at the present moment, sir. 

Mr. Netson. Well, or could be in an emergency? 

Mr. De AnGetts. It is very critical in an emergency, yes. 

Mr. Neuson. You say the price will be negotiated not to exceed 
the market price? 

Mr. De AnGetis. Current market price, sir. 

Mr. Buarvuger. That is right. 

Mr. Netson. Well, have you given consideration to the situation 
that would exist whereby the Government in buying chlorine from 
Monsanto would also be paying a rental which Monsanto is paying 
the Government? 

Mr. Dr AnGetts. Sir, I believe in the leasing negotiations, we will 
consider those factors and try to work out the most advantageous 
scheme. 

Mr. Nevtson. Well, have vou given consideration to it? 

Mr. De Anceuis. We have brought up the question, yes. 1 think 
Mr. Blaeuer 

Mr. Brarver. That is right. We have considered that we may 
put it on a prorate, the amount of rental, in comparison to the tonnage 
which the Government may be taking from Monsanto or from any 
other lessee. In other words 

Mr. Netson. You prorated—in other words, you would apply the 
Government’s purchases against the rental, or what? Is that what 
you mean? 

Mr. Buarver. No, sir. We would reduce the fixed rental from 
this formula to so much per ton and for each ton of chlorine produced 
by the Government the purchase price paid by the Army would be 
reduced by the prorate price that they are paying for rental. 

Mr. Harpy. If the gentleman would yield. That would be a 
bookkeeping proposition, anyway, wouldn't it? If you charge them 
the rental, you are going to have to pay them enough for the chlorine 
for them to pay it back? 

Mr. Buiarver. That is right. I believe what he was getting at, 
Mr. Nelson, might be whether or not we would credit total cost of 
chlorine against the rentals. 

Mr. Netson. Yes. 

Mr. Buarver. No, sir; we would not. They would still be paying 
the price of chlorine less the portion of current market price or the 
negotiated figure which was equivalent to the per-ton rental rate. 

Mr. Netson. What I am getting at basically is that if the Govern- 
ment operated this plant itself, wouldn’t it save the money it paid 
you? I take it the current market price includes a profit for the 
company that is making it. Otherwise, they wouldn’t be in business. 

Mr. Buarver. I presume on any contract that they would be paid 
a certain fee for the operation of the plant. 

Now, I am not prepared to say whether their fee would be equiv- 
alent to the normal profit or whether it would exceed it. 

Mr. Netson. Well, has any estimate been made as to the cost of 
Government operation of this plant? 

Mr. Knorr. Do you have any figures on that, sir? 
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Mr. De Anaeuts. Sir, if the Government operated the plant at 
full capacity, you might say it will be getting chlorine cheaper than 
it could buy it. But if the Government has to keep a full complement 
of people there—and this is the type of a plant where if it is operated 
at 50 percent or at 100 percent the labor does not vary in proportion. 
Therefore, the cost goes up. So—— 

Mr. Netson. So in accordance with your estimate, if the Govern- 
ment operated this plant it would be furnishing itself with only a 
little less than half of the capacity of the plant? 

Mr. De AnGetis. You are correct. 

Mr. Neuson. And the rest of it it would have to market in com- 
petition with private industry? 

Mr. De AnGetts. Well, we would not produce it because the pro- 
cess would not require us to produce the full amount. However, it 
would be producing chlorine at a high price because we would have 
to have the overhead organization there and also the Government 
does not have personnel to operate these plants. It would have to 
contract it out and the contractor would have to maintain a full 
crew, because there is no telling when at any time production de- 
mands would go up. 

Mr. Netson. I don’t quite understand what you mean by prorat- 
ing the rental. Would you go into that, again? 

Mr. Buanver. You would have to arrive at your rated capacity of 
this plant. As to chlorine, I am not prepared to say whether your 
basic figure is 330 days’ operation times your tonnage per day or 
whether you would have a slight variation. They do have a percent- 
age of down time allowance and rated capacity. Whatever figure 
was arrived at by the multiplication of those two figures would be 
divided into the total rental consideration being paid under the form- 
ula and from that you would arrive at a figure representing so much 
rental per ton of rated capacity of production. 

Mr. Netson. Then what price would you make the Government? 

Mr. Buanvuer. Sir? 

Mr. Nevtson. What price would you make the Government if you 
were furnishing them 100 tons a day? 

Mr. Birarver. Well——- 

Mr. Netson. As compared to market price. 

Mr. Brarver. You would reduce the price of each ton of chlorine 
which the Government purchased by the amount which was deter- 
mined to be the per ton rental rate. 

Mr. Nexson. Then, in other words, the customers you have for the 
balance of the chlorine would pay the Government’s rent, is that right? 

Mr. Buarver. Well, your rental—yvyou would have to further amend 
your lease to reduce the rental obligation to Monsanto by the per ton 

rental rate. 

In other words, if you arrive at a figure of 24 million as your rental 
rate, fixed rental, and the Government took 50 percent of the produc- 
tion, that rental rate would be reduced to 1,250,000. 

Mr. Netson. It doesn’t make any difference as a matter of practice 
whether you take it off the rental or off the price to the Government. 
Mr. Biarver. No, sir; it would not. 

Mr. Netson. That is all. 
Mr. Cunnineuam. Mr. Hardy. 
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Mr. Harpy. I would like to return to this question of computing 
your rental. I am not sure that I understood. You said that your 
rental was not to exceed 10 percent of the costs as finally determined, 
is that correct? 

Mr. Knorr. No. I think I must have left that impression because 
the chairman had that idea. 

Mr. Netson. He said the cost of the product would increase not to 
exceed 10 percent. 

Mr. Knorr. The cost of the plant, which has some elements of 
incompleteness now which are being worked on now. 

Mr. Harpy. Let’s assume that you finally arrived at what the total 
cost of the plant is. 

Mr. Knorr. Right. 

Mr. Harpy. Now, under your formula, for determining the rental 
of the plant, what is the maximum and what is the minimum rental? 

Mr. Knorr. Well, you depreciate 

Mr. Harpy. Now 

Mr. Knorr. The variable factors 

Mr. Harpy. Let’s forget the depreciation for a moment and assume 
a constant value, which of course would be incorrect. 

Mr. Knorr. That is right. 

Mr. Harpy. But just for the purpose of determining what the first 
year’s rental would be. 

Mr. Knorr. Twelve percent is the figure. 

Mr. Harpy. Twelve percent. And that is a fixed figure? 

Mr. Knorr. That is right, sir. 

Mr. Harpy. What are the factors that go into that, other than 
depreciation? 

Mr. Knorr. I don’t know, Mr. Chairman. That is simply an 
agreed figure as to the rental. 

Mr. Harpy. That is 12 percent of the total cost? 

Mr. Knorr. Less depreciation, that is right. 

Mr. Harpy. And that is your rental figure over the entire period of 
operation, is 12 percent of the depreciated value of the plant, is that 
correct? 

Mr. Knorr. That is right. 

Mr. Harpy. So that the value of your plant—you fixed your 
depreciation rate at 6%4 per year? 

Mr. Knorr. Per year, that is right. 

Mr. Harpy. So that if you started off with a $22 million plant, you 
would have a first year’s rental of $2,640,000, according to my 
arithmetic? 

Mr. Knorr. Approximately. 

Mr. Harpy. And that would be reduced by 6% percent a year, is 
that correct? 

Mr. Knorr. No. The depreciation—you take your depreciation 
first. In other words, this is the time of negotiating a lease and at 
this time the plant is, say, 1 year old. You depreciate the plant— 

Mr. Harpy. Well—— 

Mr. Knorr. On the basis of 1 year. 

Mr. Harpy. I am assuming that the value of the plant on the day 
that your lease begins is $22 million. 

Mr. Knorr. That is right. 
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Mr. Harpy. Then your rental figure for the first year would be 
$2,640,000? 

Mr. Knorr. Yes. 

Mr. Harpy. Is that correct? 

Mr. Knorr. That would be the figure for the entire term of the 
lease, whatever the term of the lease is, per annum rental. 

Mr. Harpy. You mean your rental per year would be $2,640,000 a 
vear for the entire term of the lease? 

Mr. Knorr. That is right, whether that be 5 years or 20 years. 

Mr. CunninGuam. That seems to be inconsistent with your previ- 
ous statement. 

Mr. Harpy. That is wrat I am trying to get straight. 

Mr. Knorr. No. 

Mr. CunninGHAM. Let me put it this way. If it is 6% percent a 
year, in 16 years the plant would be completely depreciated. If I 
understood your previous answer to Mr. Hardy, then in 16 years the 
rental would be zero. 

Mr. Knorr. Because you are assuming, I think, a renegotiation of 
this lease from time to time, which is not in fact so. We would get 
one rental today. We would get another rental if we were leasing it 
10 vears from now. 

Mr. Harpy. That is the point I want to get clear. 

Mr. Knorr. All right. 

Mr. Harpy. Your rental agreement stipulates a fixed annual rental 
which remains constant throughout the period of the lease? 

Mr. Knorr. Exactly. 

Mr. Harpy. It is not a fluctuating rental? 

Mr. Knorv. No, sir. 

Mr. Harpy. All right. 

Mr. Knorr. All of this depreciation is done before you do the 
leasing. 

Mr. Harpy. I understand. 

Mr. CunninGHam. Then if you enter the lease this year, there is 
1 year’s depreciation to start with? 

Mr. Knorv. That is right. 

Mr. CuNNINGHAM. So you take six and a fraction percent off the 
$22 million? 

Mr. Knorr. That is right. 

Mr. Cunnineuam. Which would cut the rental accordingly? 

Mr. Knorr. Yes. 

Mr. Cunnincuam. And then that would be fixed for the duration 
of this lease? 

Mr. Knorr. Exactly. 

Mr. Cunnincuam. Then if you renegotiate you take into considera- 
tion additional depreciation; is that correct? 

Mr. Knorr. I don’t know under what conditions we would ever 
do it because any renegotiation of the lease would have to be done in 
terms of greatest benefit to the Government. 

Mr. CunnINGHAM. So the amount of rental per year does not 
increase by six and a fraction percent? 

Mr. Knorr. No, sir. 

Mr. Harpy. That is the thing I wanted to get clear, because I was 
wondering whether or not in your original calculation of the amount 
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of rental you are taking into account the value of the money that 
went into the original capital investment. 

Mr. Knorr. Yes. I can see where on that theory you would get 
to a point where it would be worth nothing. 

Mr. CunninaHam. That was the inference you gave to the com- 
mittee a while ago. 

Mr. Knorr. That is right. 

Mr. CunnincuHam. And that is not correct? 

Mr. Knorr. No, sir. 

Mr. Harpy. It is the fixed rental per annum, and it remains the 
same throughout the entire period of the iease? 

Mr. Knorr. Exactly. 

Mr. Harpy. What is the period? 

Mr. Knorr. That is a matter of negotiation, too. 

Mr. Harpy. Well, isn’t that set up in your agreement? 

Mr. Knorr. No, no. 

Mr. Harpy. Well, in your contract— 

Mr. Knorr. No, sir. 

Mr. Harpy. You provided an option to lease it. 

Mr. Knorr. No stated period of time. 

Mr. Harpy. No stated period of time. 

Mr. Bares. You will set that up. 

Mr. Cunntncuam. Well—may I ask a question? 

Mr. Harpy. Yes, I am through. 

Mr. Cunnincuam. Mr. Knott, at the present time you do not have 
a lease prepared or formulated that you could submit to the com- 
mittee? 

Mr. Knorr. We have a tentative lease which was used as a basis 
of tentative discussions with Monsanto yesterday. 

Mr. Cunnincuam. May the committee have a copy of that? 

Mr. Knorr. Yes. 

Mr. Cunnincuam. I think that should be in the record, unless there 
is some reason for security purposes it should not be. 

Mr. Knorr. Not in this, sir. 

Mr. CunninGuam. It may be made a part of the record. 

(The document referred to is as follows:) 


DEPARTMENT OF THE ARMY 
LEASE OF INDUSTRIAL FACILITIES 


This lease, made between the Secretary of the Army, of the first part, repre- 
senting the United States of America (hereinafter called the Government), and 
Monsanto Chemical Company, a Delaware corporation, whose address is 1700 
South Second Street, St. Louis 4, Missouri (hereinafter called the Lessee), of 
the second part, 

Witnesseth: 

That the Secretary of the Army, by virtue of authority contained in the Act of 
Congress approved August 5, 1947 (61 Stat. 774), and in consideration of the 
observance and performance by the Lessee of the convenants and conditions 
hereinafter set forth, hereby leases to the Lessee for a period of twenty (20) 
years commencing at 12:01 a. m. of the tenth day following execution of this 
lease on behalf of the Government subject to termination as hereinafter provided, 
the following-described land and buildings, improvements, machinery, and appur- 
tenances thereunto belonging, hereinafter referred to as the Leased Property, to 
be used for the purpose of manufacturing chlorine and caustic soda: 

That certain parcel of land containing 317.25 acres, more or less, located in 
Colbert County, Alabama, as outlined in red on Exhibit ‘‘A’’ attached hereto 
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and made a part hereof, together with all improvements, appurtenances, machinery 
and equipment, tools, spare parts and supplies comprising the Muscle Shoals 
Chiorine Caustic Plant. 

This lease is granted subject to the following provisions and conditions: 

1. That the lessee agrees to pay the Government in monthly installments due in 
advance on the first day of each month rental determined as follows: Rental will 
be pursuant to formula contained in Article XIV, paragraph 4 b, of Contract 
DA 01-076—Eng-688. The compensation as above reserved shall be made pay- 
able to the Treasurer of the United States and shall be forwarded by the lessee 
to the District Engineer, Mobile District, Mobile, Alabama, or to a representative 
designated by him. 

2. That upon commencement of this lease, possession of the leased property 
shall be delivered to the Lessee and the Lessee shall commence forthwith and pro- 
ceed with diligence to rehabilitate and convert the Leased Property from standby 
to operating condition. All work and expense incident to this rehabilitation and 
conversion shall be borne by the Lessee without cost or liability to the Govern- 
ment. Except as in this lease otherwise specifically provided, all duties, responsi- 
bilities, and liabilities incumbent upon the Lessee under the provisions and con- 
ditions of this lease shall attach upon the date possession of the Leased Property 
is delivered. 

3. That upon execution of this lease on behalf of the Government and on behalf 
of the Lessee, a survey and inventory of the Leased Property, including, but not 
limited to, all supplies, spare parts, machinery, equipment, and tools embraced 
therein, shall be made by a representative of the Government and a representative 
of the Lessee. Said survey and inventory shall be submitted to the District 
Engineer for approval, and upon approval, a copy thereof shall be attached 
hereto and become a part hereof, as fully as if originally incorporated herein. 
There shall be added to said survey and inventory from time to time such addi- 
tional Government property, fixtures, and installations as are furnished by or at 
the expense of the Government. There shall also be added to said survey and 
inventory, from time to time, any equipment, property, fixtures, and installations, 
placed or installed on the Leased Property by the Lessee at such time as the title 
thereto vests in the Government pursuant to the terms and conditions of this 
lease. Any Government property included in said survey and inventory may be 
deleted from time to time upon a determination by the Lessee and said District 
Engineer that such property is no longer required in connection with the operation 
of the Leased Property. At the expiration or termination of this lease, a similar 
survey and inventory shall be prepared and submitted to the District Engineer, 
said survey and inventory to constitute the basis for settlement by the Lessee 
with the District Engineer for leased property shown to be lost, damaged or 
destroyed, any such property to be either replaced and/or restored as required by 
condition 16 of this lease or at the election of the Government reimbursement 
made therefor by the Lessee at the then current market value thereof. Supplies 
and spare parts included in the survey and inventory which are used by the 
Lessee shall be, at the election of the Government, either replaced to stores in 
kind or reimbursement therefor shall be made by the Lessee at the then current 
market value thereof upon the expiration or termination of this lease. 

4. That the Lessee shall neither transfer nor assign this Lease, nor sublet the 
Leased Property or any part thereof, nor grant any interest, privilege or license 
whatsoever in connection therewith without permission in writing from the Dis- 
trict Engineer, provided, that this paragraph shall not prohibit the Lessee, for its 
own account or under any such other arrangements as it may deem desirable, 
from dispensing and selling food, soft drinks, tobacco products, confectionery, 
and similar articles to the employees of the Lessee on the Leased Property. 

5. That the Government reserves the right at any time to enter the Leased 
Property for the purpose of inspection and inventory and when otherwise deemed 
necessary for the protection of the interests of the Government. 

6. That the Lessee shall pay the cost, as determined by the officer of the 
Government having immediate jurisdiction over the property, of producing 
and/or supplying any utilities and other services furnished by the Government or 
through Government-owned facilities for the use of the Lessee, including the 
Lessee’s proportionate share of the cost of operation and maintenance of the 
Government-owned facilities by which such utilities or services are produced or 
supplied. The Government shall be under no obligation to furnish utilities or 
services. Payment shall be made in the manner prescribed by the said officer upon 
bills rendered monthly. 
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7. That the Government shall not be responsible for damages to the property 
of the Lessee nor for damages to the property or injuries to the person of the 
Lessee’s officers, agents, servants, or employees or other persons on the Leased 
Property as invitees or licensees of the Lessee arising from the use of the Leased 
Property by the Lessee, and the Lessee shall indemnify and save the Government 
harmless from any and all such claims. The Government shall not be responsible 
for damages to any persons or property off the Leased Property arising from the 
Lessee’s use of the Leased Property and the Lessee shall indemnify and save the 
Government harmless from any and all claims for such damages. 

8. That the Lessee shall not discharge waste or effluent from the Leased 
Property in such a manner that such discharge will contaminate streams or other 
bodies of water or otherwise become a public nuisance. 

9. That the Government shall not be liable for any violation or infringement by 
the Lessee of rights in patented inventions, secret processes and technical infor- 
mation, know-how, or other similar rights, and the Lessee shall indemnify and 
save the Government harmless from any and all claims arising therefrom or 
incident thereto. 

10. That the Lessee has inspected and knows the condition of the Leased 
Property and that it is understood that the same is hereby leased without any 
representation of warranty by the Government whatsoever, and without obliga- 
tion on the part of the Government to make any alterations, repairs, or additions 
thereto. 

11. That all portions of the Leased Property being used by the Lessee shall at 
all times be maintained in good operation condition by and at the expense of the 
Lessee and said portions of the Leased Property shall be kept in as good order and 
condition as that existing upon the date possession of the Leased Property was 
delivered to the Lessee, by and at the expense of the Lessee. Installed and 
other equipment or property of the Government used by the Lessee which be- 
comes worn or damaged by use so as no longer to function for the purpose for 
which designed shall be replaced by the Lessee by new like items at the expense 
of the Lessee, and title to such replacements shall vest in the Government at the 
time of replacement. In aid of its obligation to so maintain said Leased Property 
the Lessee shall at all times maintain an adequate inventory of spare parts and 
tools to the satisfaction of said District Engineer. 

12. That all portions of the Leased Property not being used by the Lessee shall 
be maintained in standby condition, by and at the expense of the Lessee, in ac- 
cordance with established industrial standards and in accordance with any addi- 
tional specifications furnished to the Lessee by the District Engineer. 

13. That no structures, additions, or betterments, temporary or permanent, 
shall be placed upon the Leased Property without the prior written approval of 
the District Engineer. All such structures, additions, and betterments to the 
Leased Property shall become the property of the Government when annexed 
unless otherwise provided by separate agreement between the District Engineer 
and the Lessee. The Lessee shall make no structural alteration of the Leased 
Property which will render the Leased Property unsuitable for the purpose for 
which originally designed. Installed and other equipment may be altered, re- 
placed, or improved without the prior written approval of the District Engineer, 
provided that such alterations, replacements or improvements will not prevent 
the return of the Leased Property to the condition existing at the time of entry by 
the Lessee under the lease within a period of one hundred and twenty (120) days, 
and provided further, that all such alterations, replacements or improvements 
shall become the property of the Government when made. The Lessee shall 
prepare and maintain adequate drawings showing the location and connections 
and other installations data of each item or part thereof, reconnected or removed 
from its installed location, and the Lessee shall tag, for identification purposes, 
each item or part thereof, so removed, to insure the minimum of time and expense 
in restoration. 

14. That if, during the term of this lease, the Leased Property or a substantial 
part thereof, is destroyed or rendered unfit for occupancy or for the purpose for 
which it was leased by any cause whatsoever, then this lease may, at the option 
of the Government, be terminated and, in the event of the election of this option 
to terminate, the obligation of the Lessee to pay rental shall cease as of the date 
the said property was destroyed or rendered unfit for occupancy or for the pur- 
pose for which it was leased. If, during the term of this lease, the Leased Prop- 
erty or any part thereof is destroyed or rendered unfit for occupancy or for the 
purpose for which it was leased without negligence on the part of the Lessee, then 
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if the option to terminate described in the preceding sentence of this Condition 
14 shall not be exercised, the obligation of the Lessee to pay rental shall be re- 
duced in proper proportion until such part of the Leased Property shall have been 
repaired and restored to fitness for occupancy and for the purpose for which it 
was leased. Prepaid rental shall be appropriately refunded. Nothing in this 
Condition 14 shall relieve the Lessee of its obligation to maintain, repair, replace, 
restore, and condition the Leased Property, or any part thereof, as contained in 
other provisions and conditions of this lease. Nothing in this Condition 14 shall 
obligate the Government to repair or restore the Leased Property, or any part 
thereof. 

15. That for such period as the Lessee is in possession of the Leased Property 
pursuant to the provisions and conditions of this lease, the Lessee shall procure 
and maintain at its cost a standard fire and extended coverage insurance policy 
or policies on the Leased Property to the full insurable value thereof. The 
Lessee shall procure such insurance from any responsible company or companies. 
The policy or policies evidencing such insurance shall provide that in the event 
of loss thereunder the proceeds of the policy or policies, at the election of the 
Government, shall be payable to the iaeses to be used solely for the repair, 
restoration or replacement of the property damaged or destroyed, any balance of 
the proceeds not required for the repair, restoration, or replacement of the prop- 
erty damaged or destroyed to be paid to the Government, and that in the event 
the Government does not elect by notice in writing to the insuror within sixty (60) 
days after the damage or destruction occurs, to have the proceeds paid to the 
Lessee for the purpose hereinabove set forth then such proceeds shall be paid to 
the Government, provided, however, that the insuror, after payment of any 
proceeds to the Lessee in accordance with the provisions of the policy or policies, 
shall have no obligation or liability with respect to the use or disposition of the 
proceeds by the Lessee. Nothing herein contained shall be construed as an 
obligation upon the Government to repair, restore, or replace the Leased Property. 
or any part thereof. 

16. That upon the expiration or other termination of this lease, the Lessee 
shall, if required by the Government, (a) remove such of its property as has not 
become the property of the Government under the terms of this lease and within 
the shortest possible time, but in no case in excess of 120 days from the date written 
notice of termination is received or from the date of expiration, restore the Leased 
Property to as good order and condition as that existing upon the date of com- 
meneement of the term of this lease, less ordinary wear and tear over and above 
the maintenance obligations imposed upon the Lessee under Conditions 11 and 12 
of this lease, and damage to the Leased Property covered by insurance for which 
the Government shall receive, or has received, insurance funds in lieu of having 
the damaged property repaired, replaced, or restored, and place the Leased 
Property in ‘‘standby condition for extended storage,” according to established 
industrial standards, and in accordance with any additional specifications furnished 
to the Lessee by the Distriet Engineer, the cost of so restoring the Leased Property 
and so placing the Leased Property in standby condition for extended storage 
to be borne by the Lessee, or (6) remove such of its property as has not become the 
property of the Government under the terms of this lease, and within the shortest 
possible time place the Leased Property in an operating condition suitable for the 
Government’s production purposes, provided, however, in the event the cost of 
placing the Leased Property in said operating condition is in excess of the estimated 
cost of restoring the honed Property and placing it in standby condition for 
extended storage as required by Condition 16 (a) of this lease, the Government 
shall pay the Lessee the amount_of the difference in said costs, and in the event the 
cost of placing the Leased Property in said operating condition is less than the 
estimated cost of restoring the Leased Property and placing it in standby condition 
for extended storage as required by Condition 16 (a) of this lease, the Lessee shall 
pay the Government the amount of the difference between said costs, or (c) remove 
such of its property as has not become the property of the Government under 
the terms of this lease and return the Leased Property to the Government in an 
‘as is’’ condition, the Lessee to pay the Government the amount of the estimated 
cost of restoring the Leased Property and placing it in standby condition for 
extended storage as required by Condition 16 (a) of this lease. In the event the 
Government elects upon expiration or other termination of this lease to have the 
Leased Property restored and placed in standby condition for extended storage as 
required by Condition 16 (a), or placed in an operating condition as required by 
Condition 16 (6), the Lessee shall upon the completion of the work required there- 
by, immediately and peaceably yield the same to the Government in said condition. 
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If the Lessee shall fail or neglect to remove its property or to restore the Leased 
Property or to place the Leased Property in standby condition for extended 
coverage or to yield the Leased Property, as herein provided then the Government 
may cause the property of the Lessee to be removed and the Leased Property to be 
restored and conditioned, and the cost of such removal, restoration and condition- 
ing shall be paid by the Lessee to the Government upon demand, and no claim for 
damages against the Government or its officers or agents shall be created by or 
made on account of such removal, restoration and conditioning. In aid of its 
obligation so as to return the Leased Property, the Lessee shall maintain a program 
for the proper use, care and maintenance of the Leased Property, as well as a 
property control and accounting system consistent with good business practice. 

17. That the Lessee shall at all times exercise due diligence in the protection 
of the Leased Property against damage or destruction by fire, sabotage, and other 
causes. 

18. That the Lessee shall pay to the proper authority, when and as the same 
become due and payable, all taxes, assessments, and similar charges which, at 
any time during the term of this lease, may be taxed, assessed, or imposed upon the 
Government or upon the Lessee with respect to or upon the Leased Property. 
In the event any taxes, assessments, or similar charges are imposed with the 
consent of the Congress of the United States upon property owned by the Govern- 
ment and included in this lease (as opposed to the leasehold interest of the Lessee 
therein), this lease shall be renegotiated so as to accomplish an equitable reduction 
in the rental provided above, which shall not be greater than the difference 
between the amount of such taxes, assessments, or similar charges and the amount 
of any taxes, assessments, or similar charges which were imposed upon such 
Lessee with respect to his leasehold interest in the Leased Property prior to the 
granting of such consent by the Congress of the United States; provided, however, 
that, in the event the parties hereto are unable to agree, within ninety (90) days 
from the date of the imposition of such taxes, assessments, or similar charges, upon 
a rental which, in the opinion of the District Engineer constitutes a reasonable 
return to the Government on the Leased Property, then, in such event, the 
District Engineer shall have the right to determine the amount of the rental, 
which determination shall be binding upon the Lessee subject to appeal in accord- 
ance with Condition 20 of this lease. 

19. That the Government may terminate this lease at any time by giving 
thirty (30) days’ written notice by the District Engineer to the Lessee (a) during 
the existence of a national emergency, present or future, declared by the President 
or the Congress of the United States, or (6) in the event of the Secretary of the 
Army determines that termination of this lease is necessary in the interest of 
national defense, or (c) in the event the Lessee fails to operate the Leased Property 
for a period of ninety (90) days, unless the cause of cessation of operation is 
beyond the control of the Lessee, or (d) in the event the Lessee violates any of the 
terms and conditions of this lease and continues and persists therein for ten (10) 
days after notice thereof in writing by the District Engineer. 

20. That, except as otherwise specifically provided in this lease, all disputes 
concerning questions of fact which may arise under this lease, and which are not 
disposed of by mutual agreement, shall be decided by the District Engineer, who 
shall reduce his decision to writing and mail a copy thereof to the Lessee at his 
address shown herein. Within thirty (30) days from said mailing the Lessee may 
appeal in writing to the Secretary of the Army, whose written decision shall be 
final and conclusive upon the parties hereto. The Secretary of the Army may, in 
his discretion, designate an individual, or individuals, other than the District 
Engineer, or a board as his authorized representative to determine appeals under 
this Condition. The Lessee shall be afforded an opportunity to be heard and 
offer evidence in support of his appeal. The President of the Board, from time to 
time, may divide the board into divisions of one or more members and assign 
members thereto. A majority of the members of the board er of a division thereof 
shall constitute a quorum for the transaction of the business of the board or of a 
division, respectively, and the decision of a majority of the members of the board 
or of a division shall be deemed to be the decision of the board or of a division, 
as the case may be. If a majority of the members of a division is unable to agree 
on a decision or if within thirty (30) days after a decision by a division, the board 
or the President thereof directs that the decision of the division be reviewed by 
the board, the decision will be so revised; otherwise, the decision of a majority 
of the members of a division shall become the decision of the board. If a 
majority of the members of the board is unable to agree upon a decision, the 
president will promptly submit the appeal to the Assistant Secretary of the Army 
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for his decision upon the record. A vacancy in the board or in any division thereof 
shall not impair the powers, nor affect the duties of the Board or division nor of 
the remaining members of the board or division, respectively. Any member of 
the board, or any examiner designated by the president of the board for that 
purpose may hold hearings, examine witnesses, receive evidence, and report the 
evidence to the board or to the appropriate division, if the case is pending before 
a division. Pending decision of a dispute hereunder the Lessee shall diligently 
proceed with the performance of this lease. 

21. That all uranium, thorium, and all other materials determined pursuant to 
section 5 (b) (1) of the Atomic Energy Act of 1946 (60 Stat. 761) to be peculiarly 
essential to the production of fissionable materials, contained in whatever con- 
centration, in deposits in the lands covered by this instrument are hereby re- 
served for the use of the United States, together with the right of the United States 
through its authorized agents or representatives at any time to enter upon the 
land and prospect for, mine, and remove the same, making just compensation for 
any damage or injury occasioned thereby. However, such land may be used, and 
any rights otherwise acquired by this disposition may be exercised, as if no reser- 
vation of such materials had been made, except that, when such use results in the 
extraction of any such material from the land in quantities which may not be 
transferred or delivered without a license under the Atomic Energy Act of 1946, 
as it now exists or may hereafter be amended, such material shall be the property 
of the United States Atomic Energy Commission, and the Commission may re- 
quire delivery of such material to it by any possessor thereof after such material 
has been separated as such from the ores in which it was contained. If the Com- 
mission requires the delivery of such material to it, it shall pay to the person min- 
ing or extracting the same, or to such other person as the Commission determines 
to be entitled thereto, such sums, including profits, as the Commission deems fair 
and reasonable for the discovery, mining, development, production, extraction, 
and other services performed with respect to such material prior to such delivery, 
but such payment shall not include any amount on account of the value of such 
material before removal from its place of deposit in nature. If the Commission 
does not require delivery of such material to it, the reservation hereby made shall 
be of no further force or effect. 

22. That no Member of or Delegate to Congress or Resident Commissioner 
shall be admitted to any share or part of this lease or to any benefit to arise 
therefrom. Nothing, however, herein contained shall be construed to extend to 
any incorporated company, if the lease be for the general benefit of such corpora- 
tion. 

23. That the Lessee warrants that it has not employed any person to solicit 
or secure this lease upon any agreement for commission, percentage, brokerage, 
or contingent fee. Breach of this warranty shall give the Government the right 
to annul this lease, or, in its option, to colleet from the Lessee the amount of 
such commission, percentage, brokerage, or contingent fee, in addition to the 
consideration herein set forth. This warranty shall not apply to commissions 
payable by the Lessee upon contracts or leases secured or made through bona fide 
established commercial or selling agencies maintained by the Lessee for the purpose 
of securing this lease. 

24. That all notices to be given pursuant to this lease shall be addressed, if to 
the Lessee, to Monsanto Chemical Company, 1700 South Second Street, St. Louis 
4, Missouri; if to the Government, to the District Engineer, Mobile District, 
Mobile, Alabama, or as may from time to time otherwise be directed by the 
parties. Notice shall be deemed to have been duly given if and when inclosed 
in a properly sealed envelope wrapper, addressed as aforesaid, marked as regis- 
tered mail, with registry fee prepaid, and deposited postage prepaid (or, if mailed 
by the Government, deposited under its franking privilege) in a post office or 
branch post office regularly maintained by the Government. 

25. That, except as otherwise specifically provided herein, the term “District 
Engineer,’’ as used herein, shall include his duly appointed successors and his 
authorized representatives. 

26. That i’, at any time during the term of this lease, it is determined that all 
or any part of the production capacity of the Leased Property is required by the 
Tepartments the Navy, and/or “ir Force for national-de’ense purposes, 
the Tl essee shall upon thirty (30) days’ written notice (except as hereinafter pro- 
vided) from said T istrict Fngineer furnish to the Government, or its contractor 
or contractors, such quantities of ecblorine or caustic soda as may be specified, 
including the entire capacity of the Leased Property, at prices to be agreed upon 
between the parties, but wrich in no event shall exceed the current market price 
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(f. o. b. plant) of chlorine or caustic soda then in effect. If such chlorine or caustic 
soda is for use in connection with operations at the Phosphate Development 
Works, at Wilson Dam, Alabama, the Lessee shall commence delivery thereof 
upon three (3) days’ notice for quantities of chlorine from 0 to 40 tons per day 
and/or of caustic soda from 0 to 10 tons per day, upon 10 days’ notice for quantities 
of chlorine from 40 to 110 tons per day and/or of caustic soda from 10 to 90 tons 
per day and upon 30 days’ notice for quantities of chlorine from 110 tons to full 
capacity of Leased Property per day and/or of caustic soda from 90 tons to full 
capacity of Leased Property per day. 

27. That the Lessee shall, during such periods as the Government is purchasing 
caustic soda from the Lessee for use in the Phosphate Development Works, accept 
for reprocessing the salt solution produced in the Phosphate Development Works 
as a result of neutralization of hydrochloric acid provided it is determined that 
the reprocessing of said salt solution is technically feasible and desired by the 
Chemical Corps. ‘The purchase price paid to Lessee for caustic soda shall be 
adjusted to reflect any savings or costs accruing to the Lessee as a result of reproc- 
essing of said salt solution. 

28. That the Lessee shall at all times during the term of this lease operate and 
maintain the electric substation in such manner as to assure an adequate power 
supply for the operation of Phosphate Development Works. 

In witness whereof I have hereunto set my hand by authority of the Secretary 

This Lease is also executed by the Lessee this __ _ day of 

Signed and sealed in presence of: 


CERTIFICATE 


, certify that Iam the 
of the corporation named as Lessee herein; that who 
signed this lease on behalf of the Lessee, was then 
of said corporation; that said lease was duly signed for and in behalf of said 
corporation by authority of its governing body, and is within the scope of its 
corporate powers. 

Mr. Harpy. Mr. Chairman, may I ask—— 

Mr. CunnincHam. Mr. Hardy. 

Mr. Harpy. Do I understand the Army will operate the phosphate 
plant? 

Mr. De AnGcetis. The Army will operate it, with an agreement 
with TVA. 

Mr. Harpy. And the product of the phosphate plant will be for 
the Army, is that correct? 

Mr. Dr Yes. 

Mr. CunniINGHAM. In other words, Monsanto Chemical wil have 
nothing to do with phosphate? 

Mr. De Ancents. They will have nothing to do, except supply the 
chlorine and caustic to that plant. 

Mr. Cunntnauam. And that will be a part of the lease agreement? 

Mr. De AnGeuts. That is right, that is the Army will get first call 
on all its requirements. 

Mr. Harpy. Is the Army contemplating using the entire output 
of the phosphate plant, or is it going to transfer some of that to TVA? 

Mr. De AnGE.Is. The entire output of the phosphate development 
plant is an Army product which is used purely for Army use. 

Mr. Harpy. Well, we have been through some of this Army 
operation of nitrate plants. I am not familiar with the operation of 
phosphate plants. And the output of some of those nitrate plants 
went almost exclusively on a Marshall plan basis for a period of time. 
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Mr. De Anceuis. Yes, foreign aid. 

Mr. Harpy. Is that what the Army has in mind? 

Mr. De AnGeuis. No, sir. The output of this plant has no civilian 
use that has been discovered to date. 

Mr. Harpy. Is the type of product produced at the phosphate 
plant essentially a commercial-type product? 

Mr. De AncGetts. It is an item which is peculiar to Army use. It 
is not a commercial-type product. 

Mr. Harpy. The answer would be “‘No,”’ then? 

Mr. De Ancetis. Yes. 

Mr. Harpy. That is all. 

Mr. Cunninouam. Is the present requirement of the Government, 
assuming it is not sufficient as at present to warrant the Government 
operating the plant; is that correct? 

Mr. De AnGetts. On chlorine, you are speaking, sir? 

Mr. Cunninauam. Yes. 

Mr. De AnGeE.Is. Yes; it is. 

Mr. Cunnincuam. And if the Government operated it, you would 
be only say operating it at a fraction of its capacity, about 50 percent? 

Mr. De AnGeuis. That is our thought at the present time. 

Mr. Cunnincuam. And that would be expensive from the Govern- 
ment’s standpoint? 

Mr. Dr AnGetis. Because of the overhead organization required 
and the idle capacity which would be available. 

Mr. Cunnincuam. And if you lease it to Monsanto, then Monsanto 
can deal with commercial firms for the surplus and the Government 
would still have what it needs; is that correct? 

Mr. De AnGeuts. That is correct, sir. 

Mr. Cunnrncuam. Any more—— 

Mr. Harpy. In speaking of requirements, vou indicated the Army’s 
requirement was not sufficient to require the entire output of the 
plant. Did you add to that requirement also the requirements of the 
other services? 

Mr. De Anceutis. We have considered that and at the present time 
the other services have no requirement, either. 

Mr. Harpy. They have no requirement at all? 

Mr. Dr AnGetis. No requirement. 

Mr. Harpy. So that they are not buying the product commercially? 

Mr. De Ancetis. Well, the Corps of Engineer may be buying some 
chlorine for water purification, small quantities, in small cylinders, to 
be used at Army camps, but it is not a sizable amount. 

Mr. Harpy. You are pretty sure that the Navy and the Air Force 
and the Marine Corps have no requirements? 

Mr. De is. We have contacted 

Mr. Harpy. Of consequence. 

Mr. De Anceuis. That is right, isn’t it? 

Mr. Buiarvuer. They have so advised us. 

Mr. Harpy. You are pretty sure that they are not actually con- 
tracting for this from somewhere else and just don’t want to abrogate 
the contract? 

Mr. Buiarver. I can’t answer that, sir. We requested information 


as to whether they had any requirement for production from this 
facility. We received 
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Mr. Harpy. That wouldn’t mean that they were not procuring it 
elsewhere. 

Mr. Buarver. And we received a negative reply. 

Mr. Harpy. That would not mean they are pot procuring it else- 
where. 

Mr. No, sir. 

Mr. Harpy. All right. 

Mr. Bares. Mr. Chairman. 

Mr. Cunnincuam. Mr. Bates. 

Mr. Bares. Mr. Knott, did you expect to use all of this caustic 
soda in this phosphate plant? 

Mr. Dr AnGetts. You mean the output of the chlorine plant? 

Mr. Bares. Yes. 

Mr. De AnGE Is. No, sir. 

Mr. Bares. How much has that been cut? 

Mr. Dr AnceEtis. The output of the caustic soda, as much as 
we can estimate at this time, will be about 50 percent of the amount of 
chlorine which is produced. 

Mr. Batess. Well, that is chlorine. Now how about—— 

Mr. De Ancetis. Maybe I should explain further that for every ton 
of chlorine that is produced we have a ton and one-tenth of caustic 
soda. 

Mr. Bares. I see. 

Mr. De Angetis. Now, depending on the demands for chlorine, 
we feel that an average figure of the amount of caustic soda will be 50 
percent of the same quantity in caustic soda. 

Mr. Bates. I see. Now is there an oversupply of chlorine in the 
civilian market today? You say there is no shortage. Is there an 
oversupply? 

Mr. De Angee ts. I have the latest issue of the Oil, Paint and Drug 
Reporter, and they indicate that supply and demand is almost in 
balance. I mean, some producers of chlorine have to buy chlorine to 
supplement their demand and others may have a little excess. But it 
is an even supply at this time. 

Mr. Bares. So somebody is in the business. Either they have to 
take it away from some other concern or cut down on their own pro- 
duction in their own plant, that produce chlorine? 

Mr. De Yes. 

Mr. Bares. When did you decide to make this lease? 

Mr. Ds Anceuis. The Department of the Army directed us in 
March to get a lease arrangement on this plant. 

Mr. Bares. In Mareh. And—March of 1953? 

Mr. Dr ANGELIS. 1953; yes. 

Mr. Bares. And when do you really expect the phosphate plant 
to start operating? 

Mr. Ds Ancetis. We feel that the phosphate development works 
will, if everything works according to schedule, start operation the 
latter part of this year, probably in August or September. We are 
a little bit optimistic, I feel, because we are counting on certain 
process developments to be successful. But it is a large plant and 
there are innumerable unforeseen elements in the operation of that 
plant. 

Mr. Barss. Well, now, under those circumstances I wonder why 
you decided to lease at this time, because of the various intangibles? 
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You don’t know exactly when you are going to finish it. You don’t 
know whether or not this test which is going to cut down the require- 
ment for chlorine is going to be affected. Nevertheless, you are going 
out into the market at this time to make a lease. 

Mr. Knorr. Of course, what he was discussing was the plant which 
will use the product. 

Mr. Bares. I understand that. 

Mr. Knorr. You see. 

Mr. Bares. He said dependent upon the test in the phosphate 
plant will depend the amount of chlorine that will be used, whether it 
will be the 225 or whether it will be just over a hundred tons per day. 

Mr. Dr Ancztts. That is correct. 

Mr. Batss. You don’t know today? 

Mr. Dr Ancertis. That is correct. 

Mr. Barres. How long do you think it will be before you know 
whether or not these tests will prove out? 

Mr. Dr Ancrtis. We expect to have that answer in the latter part 
of this year. But regardless of 

Mr. Bares. Now, what is going to happen 

Mr. Dr Ancrtis. Regardless of the outcome of the demand, of 
what the demand will be, the organization which operates the chlorine 
plant will have to be fully staffed, whether it is a 50-percent demand 
on production or 100 percent the amount of personnel that will be 
required or the cost to operate that plant as far as overhead will almost 
be the same in both cases. 

Mr. Barss. It makes quite a bit of difference, though, if you are 
going to take the lease, to know whether or not you are going to take 
the 100 percent or only 50 percent of the production of the chlorine 
plant, and that you do not know today and you won’t know until 
some 5 months after the phosphate plant gets into operation; isn’t 
that correct? 

Mr. Knorr. Of course in the meantime, Mr. Bates, we are faced 
with this proposition, that we have a plant which is substantially 
complete and which is costing us a lot of money to maintain. Now, if 
we can provide in any leasing arrangement that the requirements of 
the phosphate development plant will be satisfied out of the product 
of that Muscle Shoals plant, then it seems to me that we are taking 
care of that requirement and at the same time immediately taking 
away this cost of maintenance that we are incurring now. 

r. Barns. Yes; I understand from the Government’s point of 
view it is desirable to get a white elephant off your hands any time. 
I am just thinking from point of view of the one—— 

(Mr. Hardy, aside.) 

Mr. Barss. I think that is going to be a little more difficult. 

Mr. Cunnincuam. Mr. Knott, assuming that the Navy and the 
Marine Corps and the Coast Guard has use for chlorine, is now pur- 
chasing it, will your agreement be such that they can get their supply 
from this plant? 

Mr. Knorr. Yes. 

Mr. Cunnincuam. Have you negotiated with them and advised 
them of it? 

Mr. Knorr. They have been asked if they would have a require- 
ment. The answer now is that they have no requirement. That is 
the best we can do at the moment. Nevertheless, the contract, or 


the lease will provide that the lessee will furnish the requirement of 
the services up to the full capacity of the plant. 

Mr. CunninGuam. All the services? 

Mr. Knorr. All the services, whatever those requirements may be. 

Mr. Bares. Now that will be mandatory no matter where they are, 
to buy from this particular plant? 

Mr. Knorr. No, sir. We can’t control them, but we can certainly 
provide that our lessee will furnish it if they require it. 

Mr. CunnincGuam. It will be mandatory upon the Monsanto 
Chemical Co.? 

Mr. Knorr. That is right. 

Mr. CunninGHAM. But you can’t control what, the Navy and the 
Marine Corps is going to do? 

Mr. Knorr. No, sir. 

Mr. CunnineHAm. That is a matter for us to help you on? 

Mr. Knorr. Exactly. And if that lease, the lease develops in that 
fashion as we plan that it shall, then they will be furnished with a 
copy of that lease and made fully aware of that source of supply. 

Mr. Bares. My point was that we are not going to make a manda- 
tory proposition out of this. 

Mr. Knorr. No. 

Mr. Bares. As far as the other services are concerned, like we do 
with the Federal Prison Agencies, for instance. It is mandatory to 
buy from many agencies under the law today. 

Mr. Knorr. That is right. 

Mr. Bates. But such an arrangement is not contemplated here? 

Mr. Knorr. No, sir. 

Mr. Netson. Mr. Chairman. 

Mr. Cunntncuam. Mr. Nelson. 

Mr. Newtson. As I understand the testimony, if the phosphate 

lant consumed 100 percent of the production of the other plant, then 
it would be cheaper for the Government to operate the plant? 

Mr. Knorr. I don’t know that that is so. Not necessarily. 

Mr. De Ancetis. Not necessarily so. 

Mr. Bares. It will be the first Government operation that I ever 
saw that can operate more efficiently. 

Mr. Netson. Well, let’s explain the “not necessarily.” 

Mr. De Ancetis. Well, the Government would have to maintain 
the plant and it is entirely possible, and it generally works out, that 
you can’t take a full capacity for one operation and consume it all at a 
steady rate. 

Now we may have shutdown periods at the phosphate development 
works due to changeovers, nondelivery of materials, and in that event 
we would have to cut back on the production of the chlorine plant. 
However, if the plant were under a lease arrangement, industry has 
more outlets than the Government has. The Government can’t con- 
tinue to operate that plant at peak production for efficient operation 
because it is not permitted to dispose of items which are not purely 
excess. And the chlorine plant output can be controlled so that you 
don’t produce excess chlorine. You can produce excess caustic 
because in order to get the chlorine you must have the caustic along 
with it as a byproduct. But we certainly don’t want to produce excess 
chlorine if we don’t need it. So if we have difficulty in the use of the 
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chlorine, we will have to cut back on the output of the chlorine plant 
and thereby operate at less efficiency. 

Mr. Bares. What is your break-even point? 

Mr. Dex Anoeuis. That is a difficult question to answer because 
there are so many factors under Government operation. We have to 
take care of leave—between 60 and 70 percent I am told, would be a 
fair estimate. 

Mr. Neuson. If in the chlorine market now supply and demand is 
met and someone goes in this plant and produces chlorine, they are 
going to have a little trouble getting rid of it; aren’t they? 

Mr. De Ancetis. Well, the best estimate that we can have in 
giving you an answer on that question is to look at past performance. 
There has been a steady rise in the demand for chlorine through the 
past years. It has averaged around 13 percent a year increase. 
Even though there were chlorine plants established during the last 
war for war purposes and those plants—that supply or demand was 
shut off for war purposes in 1945, industry leased those plants and 
ran them at full capacity, in spite of the fact that all the war production 
had ceased. 

Mr. Netson. What I don’t quite get through my mind is the sub- 
stantial advantage of leasing the plant, because if the Government 
takes 100 percent of the product they will be paying the demand, so 
there won’t be a company in there. 

Mr. De AnGetts. Well, there is another advantage in that respect, 
also, that we never know, or we hope that the demand or the necessity 
for the facility which has been built down at TVA—that the need 
for it will never arise. So if we lease the plant and we have a favorable 
long term, the plant will be good insurance as long as it is there. So 
we would operate the phosphate development works at as full capacity 
as we can until we meet our reserve needs or our present needs. But 
then we would keep it in standby. 

Now obviously, it would be to the advantage of the Department of 
the Army or the Government not to have 2 plants to maintain, if they 
can lease one of them. 

Mr. Neuson. That is all, Mr. Chairman. 

Mr. Cunninauam. Any further questions? 

Mr. Keuiener. I have one, Mr. Chairman. 

Mr. Cunnineuam. Mr. Kelleher. 

Mr. Ketuener. As I understand it, the DeNora process is the 
exclusive property of Monsanto, at least they control it? 

Mr. De Anaetts. In this country, yes. 

Mr. Kevviener. In this country. Now let’s assume that Mon- 
santo doesn’t exercise its option and you leased this property by 
sealed bids, as I guess would be your plan. Will a successful lessee 
be able to use the DeNora process? 

Mr. De Aneeuis. If they use it for a commercial purpose, Mon- 
santo retains the right to charge them a certain royalty. 

Mr. Ketiener. Yes. 

Mr. De AnGeuis. But they are building plants for other users or 
for industry and industry is buying it themselves. So it must not be 

a prohibitive charge, if they can break even. 

Mr. CunnincHam. But to follow up on that, if they use it for the 
Government then Monsanto would permit them to use it without a 
royalty; is that correct? 
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Mr. De Aneguis. On the products consumed by the Government. 

Mr. CunninGcuam. Any additional questions? 

(No response.) 

Mr. CunninGHAM. Do you have anything to add, Mr. Knott, or 
any of your associates? 

Mr. Knorr. No. 

Mr. CunnincHam. Thank you very much. 

Mr. Barns. How long would this lease be? 

Mr. Knorr. That would be a matter of negotiation, Mr. Bates. 
We prefer a long-term lease. 

Mr. CunnincHam. What do you mean by a long term? 

Mr. Knorr. Well, 20 years. That is the proposal we have. 

Mr. CunnINGHAM. Without renegotiation? 

Mr. Knorr. That is firm term lease, yes. 

Mr. CunninGHAM. Any more questions? 

(No response.) 

Mr. Cunninenam. Thank you very much. 

Is your next witness Mr. Gillis? 

Mr. Keviener. Mr. Gillis, please. 

Mr. CunnincHam. Mr. Gillis, please. Mr. Gillis, we are glad to 
have you with us. 

Mr. Gituis. Thank you, Mr. Chairman. 

Mr. Cunnineuam. And you may file a prepared statement or read 
it, just file it and comment, whichever you wish. Proceed. 

Mr. Guuuts. Thank you, Mr. Chairman. Before I read my state- 
ment, I would like to introduce Mr. David Eynon, who is the assistant 
general manager of our organic chemicals division and who is in general 
charge of all the operations of that division. 

Mr. CunninGuam. We are very glad to have him with us. 

Mr. Giuuts. Gentlemen, the position of Monsanto Chemical Co. 
on the question of whether the Muscle Shoals caustic-chlorine plant 
should be maintained in standby condition or made available for use 
in commercial production is as follows: 

After consideration of all factors, Monsanto recommends that the 
Muscle Shoals caustic-chlorine plant be maintained in standby condi- 
tion by the Department of the Army, pending resolution of the ques- 
tion of the timing of operations at the required rate of the phosphorus 
development works and the question of the extent of the requirements 
there for chlorine and caustic soda. The plant was designed and con- 
structed after the outbreak of the Korean war as an adjunct to the 
PCW. It, like the works, would be immediately available at all times 
to meet any war or national-defense emergency. 

The effect of leasing the plant for commercial operation prior to the 
determination of the PDW program would be undesirable for several 
reasons. 

The present uncertainty regarding the time when the phosphorus 
development works will come on stream and the amount of chlorine 
and caustic which will be required, presents such an indefinite situation 
as to make it extremely difficult, both from the standpoint of the 
Government as well as the prospective lessee, to negotiate an equitable 
lease. In order to dispose of the production from a plant such as 
Muscle Shoals caustic-soda plant, long-term contracts are a requisite. 
Otherwise, the products must be sold on a distressed basis and at 
unprofitable prices. Under these conditions, a satisfactory lease 
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would be difficult to negotiate. It would appear, therefore, to be in 
the interest of the Government to refrain until its own requirements at 
PDW have been established. 
Another reason for deferring leasing is that placing an additional 
eed of chlorine on the commercial market at present would be 

isruptive of the domestic industry which is running at a rate con- 
siderably below capacity. Current chlorine production has been 
estimated to be operating at 65 to 75 percent of the national capacity. 
Thus, the Government would have no difficulty in obtaining from 
established commercial producers whatever small quantities of chlorine 
are required by PDW prior to full-scale operation. 

Further, if the output of the MSCCP were, in the course of several 
years, absorbed by the growing requirements of domestic industry, it 
would discourage construction for normal commercial use. Then, if it 
became necessary to withdraw the MSCCP production from the 
domestic market, there would be an adverse effect on the normal 
economy of the country. This would be contrary to the best interests 
of the country, and the purpose for which MSCCP was approved 
and constructed. 

In reaching our conclusion that MSCCP should be held in standby 
condition, we have examined carefully the cost of such action and 
have concluded that such expense is, in our judgment, justified and 
not excessive. We recommend, therefore, that action on leasing 
MSCCP be deferred until the requirements of PDW shall have been 
established. 

Mr. CunnrinGHAM. It seems to the chairman that that just about 
settles it as far as Monsanto Chemical Co. is concerned. Any ques- 
tions from any member of the committee? 

Mr. Harpy. Right on that point, I was wondering whether it 
actually does close the door. If it is decided to go into a leasing 
arrangement, do I understand from this statement that Monsanto is 
not interested? 

Mr. Giuuts. If the judgment of the committee is that the plant 
should be leased, we shall make every effort to become a successful 
lessee, Mr. Hardy. 

Mr. Harpy. Go ahead. 

Mr. Bares. Mr. Chairman, we have some conflicting evidence here 
this morning on the question of the national capacity for chlorine. 
The question I had put earlier to Mr. Knott was concerning the supply 
and demand factors, which I understood the answer was the supply 
is about equal to demand today. Mr. Gillis tells us that the situa- 
tion is quite different than that, that the capacity is not being used, 
as a matter of fact only about 65 to 75 percent of the capacity of the 
chlorine industry today is being used. 

Mr. Cunnincuam. If the gentleman will pardon me, I think you 
misinterpreted the other witness. I think the other witness said the 
— produced today and demanded by the industry is about 
equal. 

Mr. Bares. That is correct. 

Mr. Cunnineuam. He didn’t state the amount they could produce, 
though, is up to 100 percent. There is quite a difference. I think 
this gentleman said the amount being produced is only about 65 or 75 
percent of capacity. Am I correct? 
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Mr. Giuuis. My statement, Mr. Chairman, is based on a poll that 
we have taken among the principal factors in the industry within the 
last 30 days. 

Mr. CunninGHam. I am sorry to interrupt the gentleman from 
Massachusetts. 

Mr. Bares. Yes. Of course, the purpose of my inquiry obviously 
before was the question of how much of the total capacity is being 
absorbed today. 

Mr. Gruuts. Yes. 

Mr. Bares. I understand the remarks that the chairman made, but 
it was quite separate from what my intent was when I put the question. 

Now it means that they are only operating at 65 to 75 percent and 
if you throw this addition on the market, how much of an effect would 
that have? 

Mr. Giuuts. It is our judgment, Mr. Bates, that to throw this 
additional increment, which is a margin one—the Muscle Shoals 
caustic-soda plant is a large chlorine plant. 

Mr. Bares. One of the largest in the country? 

Mr. Gruuis. It is the largest single productive unit in the country. 
I think there are larger capacities because of several productive units 
being in the same location at other places, although 1 don’t know the 
exact figures. 

In our judgment, to put this material on the market in the near 
future would mean that it could find outlets only at the expense of 
presently established commercial production. There is no unsatisfied 
demand that we know of. 

Mr. Barss. I understand your position, Mr. Gillis, is this: 

You feel there is a tremendous amount of uncertainty regarding the 
absorption by the phosphate plant of the production of the chlorine 
plant and, therefore, it is difficult to come to a decision, at least on 
the part of the Monsanto Co., as to just what the arrangement 
should be. 

Mr. Giturs. We are very sympathetic that that presents a great 
difficulty to the Chemical Corps and the Corps of Engineers in this 
negotiation, because if we knew what firm quantity the phosphorus 
development works would require and when they would require it, 
we could readily calculate on what basis we could afford to lease the 
plant. 

Mr. Bates. As I understand the evidence here, it was that this 
test in the phosphate plant will be consummated somewhere around 
the end of the year, at which time they would know whether they 
would require the 100 percent or the 50 percent of the output of the 
chlorine plant; is that correct—as you understand it? 

Mr. Giutuis. Yes; but the testimony you heard is consistent with 
the information that has been given to us. 

Mr. Bares. Now you have recommended here that this proposition 
be deferred. It could either be that or you could run a short term 
lease, perhaps, until such time as the factors were determined? 

Mr. Gituis. We are presently operating the plant on a standby— 
in standby maintenance, under the extension of a 1-year contract 
which we had with the Chemical Corps and which is extended for 
1 year from June 9. I feel that that would carry the situation in status 
quo until the resolution of the phosphorus development works require- 
ments is worked out, according even to a pessimistic schedule. 
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Mr. Bares. That is all, Mr. Chairman. 

Mr. CunninGHam. Any questions? Mr. Nelson? 

Mr. Netson. Yes, Mr. 

What percentage of the consumption of chlorine does the Monsanto 
Chemical produce in this country? 

Mr. Gis. A very low percentage. We produce less than our 
own consumption. We have a small plant in Anniston, Ala., which 
has a capacity of some 25 to 30 tons a day. 

Mr. Eynon. Yes. 

Mr. Giuuis. And we have our plant at Monsanto, Ill., where we 
have a capacity of 150 tons per day. We are a net purchaser of 
chlorine. Our so-called capacity consumption of chlorine is greater 
than the total production of those two plants. 

Mr. Harpy. Then he needs it. 

Mr. Netson. Then, if you say that conditions in the country 
today are unstable and you wouldn’t know how it would affect the 
chlorine production, on what basis would you bid to lease this par- 
ticular plant? 

Mr. Giuuts. | think that on the present basis that would be a very 
difficult situation for us to make. If I may preface my answer by 
explaining how chlorine and caustic are sold, I think it would make it 
more intelligible. The normal means of selling these products in the 
industry is on the basis of annual contracts, which ordinarily are for a 
full requirement or an estimated proportion of requirement, and which 
are renewed from year to year ordinarily, with a provision for periodic 
price review. It is very difficult at any time, except in a period of 
great shortage, to sell either chlorine or caustic soda on a spot basis, 
that being the term used in our industry to indicate the type of sale 
which is not on a contract over a stated period of time. 

I don’t know of any place where we could dispose of large quantities 
of chlorine at present, unless we were able to give an assurance of 
supply. That is the principal reason for our recommendation of a 
postponement of the negotiation of a lease, until such time as that 
assurance can be given, subject always, of course, to the provision 
for recapture of the capacity of the plant, of the full capacity, by the 
Government in case of national emergency. 

Mr. Nexson. Let’s just assume for the moment that this committee 
approves this proposal and that the plant is put up to lease. Under 
present conditions would you take it under your option? 

Mr. Giuuts. I don’t believe that I could give you an answer to 
that until we study the matter. Under the present option formula, 
the per ton rental would amount to some $25 per ton of combined 
chlorine and caustic. 

Mr. Eynon. That is right. 

Mr. Giuts. The cost of production, as nearly as we can estimate 
it, would be such as to make operation of the plant on such a basis 
unprofitable. But I don’t give that as 

Mr. Netson. What I am getting at 


Mr. Giuuts. I don’t know, but I think it very unlikely that we 
would wish to operate our option under the formula. I think that is 
the firmest answer I can give you today. 

Mr. Netson. Well, if you refuse to exercise your option, the com- 
pany might decide to submit a sealed bid? 

Mr. Yes; definitely. 
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Mr. Nexson. On the reduction from the 12 percent depreciated 
cost required in your option, is it? 

Mr. Giuuis. Yes. 

Mr. Netson. Now, if you did lease this plant, then you would 
put chlorine produced in competition with the domestic market; is 
that correct? 

Mr. Gituis. We would put the surplus caustic and surplus chlorine, 
both, into the domestic market. 

Mr. Netson. What percentage of your chlorine, for instance, do 
you have to buy in the market that you do not produce yourself? 

Mr. Giuiss. | would like to defer to my colleague here. 

You want to answer that? 

Mr. Eynon. At the present time, Monsanto is buying approxi- 
mately 30 percent of their chlorine requirements on the market. 
However, that is under a long term—much of what we buy is under a 
long-te rm contrac t, that could not be changed as a result of our doing 
anything about the Muscle Shoals plant. The part that we could 
actually displace by use of chlorine from Muscle Shoals amounts to, 
oh, 10 tons a day or something of that sort, something very small. 

Mr. Newson. So that for some time you would have to put this 
chlorine into the market in competition? 

Mr. Eynon. Correct. We would not be able to absorb it within 
the company. 

Mr. Netson. You would have to buy it from your long-term sup- 
pliers and pay them contract price? 

Mr. Eynon. Correct. 

Mr. Nexson. Well, is it your position that neither the Government 
nor prospective bidders can determine what this plant is worth by 
way of lease until it is determined what the phosphate plant will 
consume? 

Mr. Giuuts. That is correct, Mr. Nelson. 

Mr. Netson. That is all I have, Mr. Chairman. 

Mr. Cunnincuam. Mr. Hardy. 

Mr. Harpy. Mr. Chairman, a couple of questions. 

What percentage of the national daily output of chlorine would be 
represented by this plant? 

Mr. Giuuis. You have some figures on that, haven’t you? 

Mr. Eynon. Let me refer to my figures here. The national 
capacity for chlorine at the present time is about 2% million short 
tons per year and the capacity of this plant is approximately 80,000 
short tons per year, in terms of chlorine only. 

Mr. Harpy. 80,000 short tons? 

Mr. Eynown. So it is 80,000 over 24 million. 

Mr. Harpy. What is that? 

Mr. Eynon. Well, that is—— 

Mr. Harpy. It is 3 percent, or 214? 

Mr. Eynon. Yes; about 3 percent. 

Mr. Giuurs. Yes; 3 percent. 

Mr. Harpy. About 3 percent. 

Now, if the Army took a half of it, you would add to your total 
national supply 1' percent. 

Mr. Eynon. That is right. 

Mr. Harpy. That is not enough to be very disruptive of the national 
market, is it? 
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Mr. Eynon. I think there is one other factor. Chlorine can only 
be delivered in relatively local markets. You can’t ship indefinite 
distances because of the freight, and it would disrupt the market in 
the South where this plant is located, not the whole United States. 

Mr. Harpy. Now, as a matter of fact, don’t your own require- 
ments, in addition to your own production, wouldn’t they absorb this 
other 100 tons a day approximately? You would be in right good 
position on that, wouldn’t you, Mr. Gillis? You wouldn’t have to 
buy from competitors. 

Mr. Giuus. We have nothing in view in that locality, Mr. Hardy, 
that would lead us to think that we could absorb that within the 
predictable future. 

Mr. Harpy. So you are producing at Anniston already all the 
chlorine you need in that general area? 

Mr. Gruuts. That is correct, sir. 

Mr. Harpy. Well, I am sure that Monsanto, in keeping with its 
progressive operation, might be contemplating for other requirements 
down in that general area. After all, that area is growing. 

New England is raising the devil now because the South is gettin 
some of its industries. I know Monsanto is certainly on its toes all 
the time. This would give you a wonderful opportunity for expan- 
sion. 

, = r. Bares. Not when they recognize the advantages of New Eng- 
and. 

Mr. Neuson. Maybe they realize that the trend is not going to 
continue. 

Mr. Bates. We are about tired going down there and educating 
you people, too. 

Mr. Harpy. We appreciate the education. 

Mr. Gituts. I think our recommendation, Mr. Hardy, is being 
somewhat lifted out of its context. Our recommendation is that 
decision on this thing be postponed for the few months which we have 
here estimated as the time until we know what the Army is going to 
require. 

Mr. Harpy. I realize that and I appreciate an element of validity 
in that position, Because I think I understand what you had in mind 
when you referred to the need for contracting for your output. 

To the extent that the Army requirement fluctuates, you might find 
yourself in the position of having to sell a limited amount of your 
output on the spot market. 

Mr. Grits. Yes. 

Mr. Harpy. Now, I don’t know how your spot market varies from 
your normal contract prices, but presumably, if I can judge from 
these figures you have given on percentage of capacity production 
which is now taking place, presumably the industry can control its 
output to a reasonable extent to protect the market. 

Mr. Gituts. I think that we would have to provide for the fluctua- 
tions of the phosphorous development works by regulating our own 
rate of production and the amount of storage. 

Mr. Harpy. That is just exactly what I had in mind. So you 
wouldn’t find this business of having to make spot sales too burden- 
some. 

Mr. Gruuis. Well, I think it depends there, Mr. Hardy, on whether 
you are discussing the spot sales of a relatively few tons per day or a 
swing of 50 tons or more per day. 
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A swing of 50 tons or more per day would be almost impossible to 
handle. 

Mr. Harpy. And to the extent that you were using chlorine in your 
own operations from this plant, you would still have a further adjust- 
able factor which would prevent any losses from spot sales. 

Mr. Griuis. I would like to have Mr. Eynon comment on that. 

Mr. Eynon. We would not be able to shut down our own plant 
that quickly. 

Mr. Harpy. I wouldn’t think you would have to shut them down, 
but I presume that there are some output adjustments that can be 
made without too much difficulties? 

Mr. Eynon. The production in Anniston, Ala., about balances the 
requirement there. So 

Mr. Harpy. You are not figuring that your requirements are going 
to remain static? 

Mr. Gruuis. At Anniston; yes. 

Mr. Eynon. Yes. 

Mr. Giuuts. The use there is not one that will be expanded in that 
location. 

Mr. Harpy. I believe you folks got a nice, new plant in Virginia, 
haven’t you? 

Mr. Bates. Everybody makes mistakes. 

Mr. Giiuts. We have a very nice plant in Norfolk, Va., but it 
doesn’t happen to be 

Mr. Bates. That is a real mistake. 

Mr. Gruuis. It doesn’t happen to be a consumer of chlorine in the 
processes that are there, I am sorry to say. 

Mr. Harpy. To get back, the one thing that bothers me a little bit 
about your statement here a little while ago—lI recognize the need to 
have as good knowledge as you can of the requirements of the phos- 
phate plant in order to work out an intelligent lease arrangement, but 
I can’t overlook the suggested implication that this plant should be 
kept idle over any considerable period of time, kept in a standby 
maintenance status because of a nominal affect which it would have on 
the total output of chlorine. 

And looking at the cost factor, I am thinking a little bit about the 
taxpayers now. It has been indicated that it is costing us $240,000 
a year just to keep the plant in a standby maintenance status. In 
addition to that, we got something over $20 million in the national 
debt represented by this investment. 

The taxpayers are paying interest on that. At the current rate, it 
is getting awful close to 4 percent. Which brings your total cost to 
the taxpavers of having that plant sit idle to somewhere near a million 
dollars a year, not to mention the depreciation. That bothers me a 
little bit. I thought I caught that implication in your statement. 

Mr. Giuuts. Well, speaking as a taxpayer, Mr. Hardy, 1 hope you 
won’ t— 

Mr. CunNINGHAM. You are also a taxpayer. 

Mr. Giuuis. | know. We feel very strongly, and that is the reason 
I say that if it is elected to operate the plant, we shall try to be the 
operators, but we feel that the timing at present, to try to put a major 
increment—and even though percentagewise it may be a small amount 
of a very large national output, it is a very large quantity, a much 
larger percentage of the national output which is noncaptive or avail- 
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able for commercial purchases, and our best judgment, as mentioned 
in the statement, is that it would be quite disruptive of the present 
saturated state of the industry, which is actually operating consider- 
ably below capacity, to the best of our knowledge. 

Mr. Harpy. I think I can see a disadvantage to the taxpayers to 
negotiate a long-term lease at this particular moment, because you boys 
have to be pretty hard traders. If you didn’t, you couldn’t be success- 
ful business people. 

And looking at these factors that you have set forth in here, you 
drive a hard bargain, until this thing settles down. 

Mr. Bares. They would have to. If he didn’t, he would be an 
ex-vice president. 

Mr. Harpy. I agree with that. I am complimenting him on that. 
But it would seem to me that it might be at least—as he evolved at 
the present time, it perhaps should have some flexibility for a limited 
period of time until the requirements of the phosphate plant were 
determined, in order that the taxpayers might have protection, as 
well as Monsanto. 

Mr. Cunnincuam. Could I ask a question—— 

Mr. Harpy. I am through. 

Mr. Cunninauam. Mr. Gillis, if I understand you correctly, you 
would not recommend permanent or indefinite deferment but only 
until such time as the requirement of PDW has been established? 

Mr. Giuuts. Yes, Mr. Chairman, I think it might clarify our posi- 
tion somewhat, however, if I say that feeling is based very largely on 
a meeting, a very pleasant meeting we had yesterday, with the gentle- 
men from the Chemical Warfare Service and the Department of 
Engineers, in which we received the information that you have re- 
ceived this morning, that that plant is definitely going to operate and 
quite possibly within the very near future. 

In that case, the chlorine plant certainly should be operated and 
will be operated for the intention for which it was constructed. 

Mr. CunnincHam. My next question, then, is, Mr. Gillis: 

How long a period of time would you recommend deferment? 

Mr. Giuuis. Our recommendation is that deferment of the negotia- 
tion of the lease be conditioned upon the time it takes to work out the 
program—— 

Mr. CunnincHaAm. Are you able to make any statement as to 
how long that might be? 

Mr. Gituts. We have absolutely no knowledge of the process or the 
difficulties that have been encountered. 

Mr. Bares. That is until this test is finished; is that correct, and 
the date was given to us as December. 

Mr. Giuuis. Assuming the test is successful, Mr. Bates. 

Mr. Bares. Yes. 

Mr. Giuuis. Or until a successful test is completed. 

Mr. Cunnincuam. Any further questions? 

Mr. Netson. Can you tell whether or not it is successful until the 
phosphate plant is in operation and has been in eperation? 

Mr. Giuuts. Based on our general knowledge of chemical processes, 
a successful test of the nature | invisage there would be the running of 
the plant at something like estimated capacity for a sufficient period of 
time to establish the validity of the process, and at that time it should 
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be possible within very narrow limits to say what the requirement of 
raw material should be. 

Mr. CunNnINGHAM. Any more questions? 

(No response.) 

Mr. CunninGuam. Have you any further statement you desire to 
make, Mr. Gillis, or your associate? 

Mr. Giiuts. No, Mr. Chairman. 

Mr. Cunnincuam. Thank you very, very much. You have been 
quite helpful. 

Mr. Giuuis. Thank you very much. 

Mr. CunninGuam. Any additional witnesses, Mr. Kelleher? 

Mr. Keiurner. Yes; two additional witnesses from the National 
Production Authority are here—Mr. Fodor and Mr. Schroeder. 

Mr. Scurogeprer. Mr. Chairman, I am Mr. Schroeder and Mr. 
Fodor has not been available to come down here. He has suddenly 
been called away. 

Mr. Cunnincuam. I beg your pardon; I didn’t get your name. 

Mr. Scurorper. Schroeder, of the National Production Authority 

Mr. Cunnincuam. Would you sit down, Mr. Schroeder. 

Mr. Scuroeper. Thank you. 

] don’t think there is much I need to add to the story here. The 
production figures that Mr. Gillis gave us proportionately are about 
right. The operation at about 60 to 75 percent sounds like a very 
wide variation, but it is not in view of what happens in the industry. 
The plant—this plant is approximately 200 to 225 tons a day, which 
represents some 3 percent. 

The general feeling is that industry is bringing in more capacity 
and I think we agree that temporary deferment of action on this is 
desirable at this time. 

Mr. Bares. Do you agree that the break-even point in this particu- 
lar industry is around 70 percent of capacity? 

Mr. Scuroeper. I| do not like to say what the break-even point is 
because it reminds me of the old Army collar. It is designed for a 
man with a 16 shirt. It doesn’t apply in any particular case. The 
average may be a little higher than that in some plants and in other 
plants it definitely is less. 

Mr. Bares. Well, the reason 

Mr. Scuroeper. And it depends on this particular plant, this par- 
ticular operation. We have this plant under consideration and the 
break-even point here depends upon what that phosphate plant will do. 

Mr. Bares. | am referring to the entire industry. 

Mr. Scuroeper. The entire industry 

Mr. Bares. Because if you are operating between 65 and 70 per- 
cent now, that encompasses the figure of 70 pereent, which means you 
must have some 

Mr. ScuroepEr. No, 1 beg vour pardon. <A break-even pomt is 
not necessarily an operating point. 

Mr. Bares. I didn’t say that. We are today operating closer to 
72 percent, let’s say. It 1s somewhere in that range. That doesn’t 
mean that those companies are operating at a profit, by any means. 
The caustic-soda story is a very serious story in this case. 

And caustic soda indirectly determines the cost of your chlorine. 
It is your coproduct, or byproduct, as has been referred to here. If 
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you can’t sell your caustic soda, your price for making your chlorine 
goes that much higher. 

Mr. Bares. But the figure that was given to me was 70 percent for 
break even, which would take in your overhead and the cost of your 
raw materials, et cetera. 

Mr. Scuroeper. I would prefer that averages from the industry 
be given there, because I feel that there are too many undisclosed 
factors in operating a plant of that type—overhead, long-term con- 
tracts, spot contracts that our friends here mentioned, freight rates. 

You have to talk about a particular plant and not overall averages. 

Mr. Bares. I understand. 

Mr. ScurorpEr. You have an area situation there, which is serious. 

Mr. Bares. The only point I was trying to make is this: 3 percent 
ordinarily is not too important. 

Mr. No. 

Mr. Bares. But if you are operating near that point of break even, 
3 percent is mighty important. 

Mr. ScnorogpErR. Can make the difference between a profit or a 
loss on any one particular plant or plants in a location. 

Mr. Barres. That is the only point I wanted to make. 

Mr. ScorogpeEr. That is the only point. And it is well taken; yes. 

Mr. Cunnincuam. Any questions—— 

Mr. Scurowper. I think that is all, sir. 

Mr. Cunnincuam. Mr. Hardy? 

Mr. Harpy. No. 

Mr. Cunnincuam. Mr. Nelson? 

Mr. Nextson. The recommendation, then, of your Authority is that 
this be deferred? 

Mr. Scurorper. I am not authorized to make an official recom- 
mendation, gentlemen. The feeling of our group is that action should 
be deferred. If you want an official recommendation, I will request 
that it be sent to you. 

Mr. Bares. Until such time as this test is finished? 

Mr. Scuroepmr. Yes. 

Mr. Barns. And they know exactly what the situation is? 

Mr. ScuroxepEr. Yes. 

Mr. Cunnincuam. How long do you think that to what? 

Mr. Nexson. Mr. Chairman, I think it would be well to have that 
recommendation. 

Mr. Scuroeper. It is pretty hard to say, sir. We are not running 
the engineering into that. 

Mr. CunnincuaM. Would you say months, weeks, or years? 

Mr. Scuroeper. Oh, well, a few months. 

Mr. Cunnineuam. A few months? 

Mr. Scuroeper. Yes; definitely, sir. 

Mr. Harpy. Youare still talking about finding out the requirements 
of the plant, as far as getting a reply from DPA? 

Mr. CunnincuHam. Yes. 

Mr. Scuroeper. Yes. 

Mr. Bares. In regard to the plant. 

Mr. CuNNINGHAM. Any more questions? 

(No response.) 

Mr. Cunnincuam. Mr. Kelleher, any questions? 

Mr. No, sir. 
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Mr. CunninGHAM. Thank you very, very much, Mr. Schroeder. 

Any more witnesses, Mr. Kelleher? 

Mr. Keuiener. He is the last witness, Mr. Chairman. 

Mr. CunninGHAM. Do you feel we should go into executive session 
for a few moments? 

Mr. Ke.iener. Would the Army like to go into executive ses- 
sion—— 

Mr. Cunnincuam. Would the Army like to go into executive session 
with us for a few minutes? , 

(Chorus of ‘“Yes’’.) 

Mr. Cunninecuam. All right, the Army will remain with us in 
executive session for a few minutes. 

Mr. Giuurs. Mr. Chairman, will you need us for anything more? 

Mr. CunninGHam. No, Mr. Gillis. Thank you very much. 

All right, everyone but the Army representatives will please clear 
the room. 

(Committee went into executive session at 11:40 a. m.) 


House or REPRESENTATIVES, 
SuBCOMMITTEE 
on Estate Construction 
OF THE COMMITTEE ON ARMED SERVICES, 
Washington, D. C., Thursday, July 16, 1958. 

The subcommittee met at 10 a. m., Hon. Paul Cunningham, chair- 
man of the subcommittee, presiding. 

Mr. Cunnincuam. Are you ready, Mr. Kelleher? 

Mr. Ketuener. Yes, sir. 

Mr. Cunnincuam. The committee will be in order. 

Proceed, Mr. Kelleher. 

My. Army disposal No. 10. 

Mr. Chairman, you will recall that on June 2, 1953, the subecom- 
mittee considered this disposal project, which contemplates the out- 
leasing of the Muscle Shoals chlorine plant in Alabama. At that 
time extended testimony was taken from departmental witnesses in 
favor of this outleasing and the committee heard Mr. John L. Gillis, 
vice president of the Monsanto Chemical Co., who advised against 
the outleasing of the property at this time, on the principal basis 
that bidding would be made difficult until it is known how much of 
the production of the chlorine plant will be required for the phosphate 
development works situated contiguous to the chlorine plant, and 
how much would be available for commercial sale. 

Subsequently, the Army was instructed to review the transcript 
which was provided them, consider the objections raised by Mr. 
Gillis, and return at a later date with its recommendations as to the 
action which they felt this committee should take. 

You will recall also that you spoke with Mr. R. W. Hooker, of 
the Hooker Electrochemical Co., yesterday concerning this matter 
and that he requested and you agreed to file his statement, which is a 
letter to you dated July 14, 1953, in the record of the hearing. 

Mr. CunniINGHAM. It may be made a part of the record at this 
point. 

(The information referred to is as follows:) 
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Hooker ELECTROCHEMICAL Co., 
July 14, 1953 


The Honorable Paut CUNNINGHAM, 
Chairman, Subcommiltee of the Armed Services 
on Acquisition and Disposal of Government Property, 
The House of Representatives, Washington, D. C. 

Dear Sir: My name is Roger Wolcott Hooker. I have been actively associated 
with the caustic soda-chiorine industry as an employee of the Hooker Electro- 
chemical Co. since 1922. I am currently vice president of this company which 
operates caustic soda-chlorine plants at Niagara Falls, N. Y., and Tacoma, Wash. 

In addition to the above, we are currently in the process of spending approxi- 
mately $13 million for the erection of new facilities to produce caustic soda and 
chlorine at Montague, Mich. This plant is expected to be ready for operation 
January 1, 1954. 

I have been a director of the Chlorine Institute, Inc., since 1940, became vice 
president in 1948, and president in 1949, and have continued as its president since 
that date. The Chlorine Institute was incorporated as a trade association in 1924. 
It was formed to foster the industrial interests of those engaged in the chlorine 
industry, to promote a more comprehensive relationship between those engaged in 
the production and those engaged in the consumption of its products, to engage 
in research work directed toward developing new uses and the more extended 
consumption of chlorine and its products. 

I have since 1933 been a member of the executive board of the Compressed Gas 
Association, and during 1950, 1951, and 1952 served consecutively as second vice 
president, first vice president, and president of that organization. The Com- 
pressed Gas Association strives among other things to provide an association for 
the development and interchange of technical information relating to the trans- 
portation, storage, and handling of compressed gases based upon consideration of 
safety and efficiency, and to cooperate with other organizations in technical 
matters relating to the compressed gas industries. 

I am currently serving my second consecutive term as a director at large of the 
Armed Forces Chemical Association. 

During the past several years I have been invited to serve various agencies of 
the Government in an advisory capacity as follows: 

Alkali-Chlorine Subcommittee of the Chemical Advisory Committee to the 
Army and Navy Munitions Board, 1940 through 1946, 

Chlorine-Alkali Industry Advisory Committee to the War Production Board, 
1942 through 1945. 

Chemical Corps Advisory Board (originally Chemical Warfare Service Advisory 
Board), 1945 through 1949. 

Chlorine-Alkali Industry Advisory Committee to the Civilian Production 
Administration, 1946. 

Alkali Industry Advisory Committee to the Office of Industry Cooperation, 
Department of Commerce, 1948. 

Alkali Export Advisory Committee to the Office of International Trade, Depart- 
ment of Commerce, 1948 through 1950. 

Alkali and Chlorine Subcommittee of Munitions Board Chemical Industry 
Advisory Committee, 1948 through 1950. 

Alkali and Chlorine Subcommittee of Munitions Board Chemical Industry 
Advisory Committee, 1948 through 1951. 

Alkali-Chlorine Industry Advisory Committee, National Production Authority, 
1950 through 1953. 

Alkali-Chlorine Industry Advisory Committee, Office of Price Stabilization, 
1951 through 1953. 

I wish to make it clear that in appearing before you today I am expressing my 
personal views and reflecting those of my associates in the Hooker Electrochemical 
Co. I have no authority whatever to speak for any other manufacturer of caustic 
soda and chlorine, although I am confident that my views are shared by many 
others in the industry. 

Under date of March 30, 1953, the Oil, Paint, and Drug Reporter and other 
instruments of the publie press carried the announcement by the Department of 
the Army that the Army’s chlorine plant at Muscle Shoals, Ala., is to be made 
available to the military and the remainder will be sold by the lessor to civilian 
consumers. 

Somewhat prior to the above public announcement, rumors had been circulated 
in the industry that the Army itself contemplated operation of this facility at 
Muscle Shoals beginning at an early date. 


lam attaching hereto copy of letter dated January 5, 1951 (exhibit A), addressed 
by Mr. R. L. Murray, then executive vice president but currently president of the 
Hooker Electrochemical Co., to Mr. Paul Longo, of the Chemical Corps, in New 
York City. 

You will note that this letter presents a recognition on our part at that time 
of the growing demand for chlorine and the need for larger tonnages than then 
produced to supply the demands of the defense program. 

We stated quite frankly our desire that the Chemical Corps know of our will- 
ingness to consider the design, engineering, construction, and operation of any 
chlorine-producing plants which the Government might find it desirable to sponsor 
and finance, and furthermore we stated quite clearly that we were willing to 
consider financing such plants ourselves if certificates of necessity could be pro- 
vided and economic locations selected 

It should be noted at this point that the Hooker Electrochemical Co, provided 
the cells being used then and now in the Government-owned arsenals at Edgewood, 
Md., Huntsville, Ala., Pine Bluff, Ark., and Denver, Colo. 

In the light of the letter referred to above and our recognized and active interest 
in the problem of providing sufficient chlorine production for civilian and defense 
needs, we in our company, and indeed many, if not most members of the chlorine- 
alkali-producing industry, were amazed at the announcement in the publie 
press On or about January 22, 1951, that the Government planned to invest an 
indicated $15 million in a caustic soda-chlorine plant at Muscle Shoals, Ala., to be 
built by the Leonard Construction Co. and operated by Monsanto Chemical Co. 

On Wednesday, January 24, 1951, Gen. A. C. MedAuliffe, then Chief of the 
Chemical Corps, was an honored guest at the annual meeting of the Chlorine 
Institute in New York City and in the course of his brief remarks at that meeting, 
confirmed the announcement which had been made in the public press a few days 
earlier. 

In response to an invitation from General McAuliffe, a meeting was held with 
him in Washington on Thursday, February 1, 195i, which included Mr. A. B. 
Chadwick, president of the Solvay Process Co., then Chairman of the Alkali and 
Chlorine Subcommittee of Munitions Board Chemical Industry Advisory Com- 
mittee, Mr. J. C. Leppart, then executive vice president. of the Mathieson Chemi- 
cal Corp. board during World War II, and myself as vice president of the Hooker 
Electrochemical Co. 

The discussion at that time pointed toward a consensus of opinion of those 
currently engaged in the chlorine alkali industry that the new facility proposed 
by the Government for the production of chlorine and caustic soda at Muscle 
Shoals was not essential to the defense program. 

Apparently the decision had been made by the responsible authorities predi- 
cated on information which they believed to be reliable, and there was no indica- 
cation of recognition on the part of Government of industry’s point of view. 

I have been advised that there is evidence in the record that the Army had 
made a survey of the industry, and that industry had declined to provide either 
the facilities for production of the caustic soda and chlorine needed by the Gov- 
ernment or the end products themselves at the time the decision to erect the 
Muscle Shoals plant was made. 

I am confident that very substantial and incontrovertible eivdence can be 
gathered to show that, if such a survey were made, it was superficial at best, and 
in the light of the letter dated January 5, 1951, copy of which is attached hereto 
(exhibit A) and reference to which has been made earlier in the letter, it is quite 
obvious that the findings were contrary to the fact. 

Certainly it is a fact that the Government then owned arsenals capable of 
producing in excess of 200 tons per day of liquid chlorine and the corresponding 
quantities of caustic soda, which production capacity was no doubt available to the 
Government subject to such provisions as may have existed in connection with 
leasing these facilities to private industry. 

The estimated production capacity of those existing plants was 300 tons per 
day of chlorine. Furthermore, it had been demonstrated during World War II 
that large quantities of chlorine could be made available to Government for 
essential uses practically overnight by the simple expedient of diverting chlorine 
from some established civilian uses which were not essential to the defense effort 
or to civilian contentment. 

For example, estimating annual use of chlorine in the pulp-and-paper industry 
at 200,000 tons per year, a 25-percent compulsory reduction in such use during 
World War II resulted in an estimated annual saving of 50,000 tons per year. 
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The Government, however, chose, in spite of these facts, to erect a new facility 
for the production of chlorine and caustic soda presumably so as to provide for 
Government’s needs in addition to and beyond those which industry had estab- 
lished as of that date. 

I recognize the cold fact that the caustic soda-chlorine production facility at 
Muscle Shoals built by the Government at great expense now exists as a reality 
and must be dealt with as such. 

I am therefore addressing myself to you and expressing my point of view as to 
how the Government should now handle this problem. I am doing so after 
having presented my views in Washington to Gen. E. F. Bullene, Chief of the 
Chemical Corps, and General Laucks and Colonel Merrill, both also of the 
Chemical Corps, as well as Mr. M. E, Kalette, consultant, and Lt. Col. Milburne 
Webb, both in the Office of the Assistant Secretary of the Army (Materiel). 

It is my belief that if the Government now leases to industry its latest and 
newest facility for the production of caustic soda and chlorine at Muscle Shoals, 
Ala., the output of that plant will presumably, in due course, be so integrated in 
the industrial stream as to leave the Government in the future in exactly the 
same position in which it found itself in January 1951 when a sudden demand for 
caustic soda and chlorine for Government purposes arose and Government chose 
to build a new facility rather than recapture those which it already owned and 
had leased to private industry. 

I believe that to whatever extent the Government builds caustic soda-chlorine 
producing units to provide for Government needs and then in turn leases these 
units to industry, just to that same extent does Government relieve private 
industry of the necessity of providing for itself at its own expense and risk the 
production capacity which private industry in its best judgment thinks should 
exist to meet the potential consumer demand and render a profit to private 
industry. I believe that in proposing to lease the Muscle Shoals plant to industry, 
the Government is putting itself in the position of repeating what may well be 
considered a mistaken policy of the past, and I, therefore, quite frankly recom- 
mend that the Chemical Corps or the Department of Defense place the Muscle 
Shoals, Ala., caustic soda-chlorine plant in standby condition after it may have 
been operated by the Army to whatever minimum degree is necessary to provide 
adequate assurance that the plant is a practical producing unit. 

I recognize that the expense of keeping a chemical plant in standby condition 
is substantial. I submit, however, that unless this plant is placed in standby 
condition, the Government has defeated the purpose for which the plant was 
originally authorized, designed, and built. I submit further that the cost of keep- 
ing a chemical plant in standby condition is substantially less than the cost of 
from time to time as the need may arise, erecting new, ever more expensive pro- 
duction facilities with public funds. 

I wish to call to your attention the fact that under date of October 23, 1952, a 
meeting of the Alkali Industry Advisory Committee of the National Production 
Authority was held in Washington, the purpose of which, among other things, was 
to consider industry’s ability to supply Government chlorine requirements. 

The official minutes of that meeting show that in response to questions from 
Colonel Merrill, Chief of the Materiel Division, Office of the Chief of the Chemical 
Corps, Department of the Army, committee members stated that they believed 
it was possible for the industry to supply the chlorine to meet the defense require- 
ments. 

All the larger producers said that they would and could supply whatever their 
share might be, although it was pointed out that it would not be practicable from 
a shipping standpoint for some companies located at a distance to furnish chlorine 
for requirements in the area of the Muscle Shoals facility unless a crosshaul 
elimination order similar to the one used during World War II were put into 
effect. 

It was further concluded that if the Government found it necessary to dispose 
of caustic soda the alkali industry would not be in a position to absorb any of it 
because of the exceedingly large stocks they then had on hand. They anticipated 
that the caustic-soda situation would become increasingly worse. It did not 
appear to the committee that there was any satisfactory solution to the caustic- 
soda problem if the Government plant were operated. 

It is my opinion that it is not necessary or wise to operate the Muscle Shoals 
caustic soda-chlorine plant even though the existence of the plant itself is an incon- 
trovertible fact. It is my belief that caustic soda and liquid chlorine of suitable 
quality are today produced in sufficient quantity at such a wide variety of locations 
throughout the United States as to assure beyond reasonable peradventure an 
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adequate supply of these products to the Army when, as, and if they may be 
required, even on the shortest possible notice. 

{ am attaching hereto (exhibit B) a tabulation showing the normal sources of 
merchant liquid chlorine in the United States, as well as a tabulation showing 
potential sources of liquid chlorine in the United States where liquid chlorine is 
not normally sold, but could be made available in the event of an emergency. 

All of the above is respectfully submitted for your consideration in the earnest 
hope that we may be helpful to you in the solution of what must be recognized as 
a difficult problem. 

Respectfully yours, 
R. W. Hooker, 
Vice President. 


ExuiBit A 


Hooker ELECTROCHEMICAL Co., 
Niagara Falls, N. Y., January 5, 1951. 
Mr. Paut Lonao, 
Chemical Corps, United States Army, 
New York Chemical Procurement District, 
New York 3, N. Y. 

Dear Mr. Lonco: From our own studies involving the growing demand for 
chlorine, it is now apparent that there will be a continued need throughout the 
defense program for much larger tonnages than produced currently. We our- 
selves give continual consideration to the possibility of enlarging our own facilities 
in addition to thinking in terms of building new plants at other locations. You 
are aware of the great use of the Hooker type 8 cell in the expansion of the chlorine 
industry during and after World War II, and we are cooperating with several 
companies who wish to license our cells for further expansion at this time 

We are now writing this letter to inform you that, in the event that the Chemical 
Corps find it necessary to sponsor Government-financed plants for additional 
chlorine requirements, the Hooker Co. is ready to give immediate consideration 
to the design, engineering, construction, and operation of such plants. We feel 
that our past experience, including utilization of our new, much larger capacity 
S-3 cell, particularly qualifies us to be of prompt and efficient service to the 
Chemical Corps. Furthermore, we are willing to consider financing such plants 
ourselves if certificates of necessity can be provided and economic locations 
selected. 

Yours very truly, 
R. L. Murray, 
ulive Vice Preside nt. 
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Exuisitr B 
NORMAL SOURCES OF MERCHANT LIQUID CHLORINE IN THE UNITED STATES 


State City Producer 
Alabama Huntsville PAS National Distillers Products Corp. 
Do Melntosh_- .| Mathieson-Alabama Corp. 
Arkansas ‘ Pine Blut?__. .-, Diamond Alkali Co. 
California . Pittsburg : The Dow Chemical Co. 
Colorado Denver : ; ..| Shell Chemical Corp. 
Llinois ..--| Monsanto Chemical Co. 
Kansas Wichita__- ....-| Frontier Chemical Co. 
Louisiana Baton Rouge_-- ....---, Allied Chemical & Dye Corp 
Do y Lake Charles. _...| Columbia-Southern Chemical Corp. 
Maryland | Edgewood ___. ...-| Diamond Alkali Co. 
Michigan_._- Wyandotte Pennsylvania Salt Manufacturing Co. 
Do --| Wyandotte Chemical Corp 
Nevada. - ..| Las Vegas_- _....-| Stauffer Chemical Co. of Nevada. 
New Berlin... ...-| Brown Co, 
Niagara Hooker Electrochemical Co. 
Do .| International Minerals & Chemical Corp 
Do___- Niagara Alkali Co. 
Do. ------| Syracuse... “ | Allied Chemical & Dye Corp 
...| National Distillers Products Corp. 
.-.-----| Barberton..... Columbia-Southern Chemical Corp. 
.-| Painesville. Diamond Alkali Co. 
Oregon... | Portland Pennsylvania Salt Manufacturing Co. of Wash- 
ington. 
Rhode Island__..._....| Providence _.. Fields Point Manufacturing Corp. 
Tennessee ---------| Memphis. .........----. .-| Velsicol Corp. 
Texas hristi | Columbia- Southern Chemical Corp. 
| Houston .-----------| Diamond Alkali Co. 
Virginia i Hopewell... Allied Chemical & Dye Corp. 
Washington ~ Tacoma......- ......| Hooker Electroe hemical Co. 
| P ennsylvania Salt Manufacturing Co. of Wash- 
ington. 
West Virginia. ...._...| New Martinsville ....| Columbia-Southern Chemical Corp. 
DO. | Soutb Charleston. _.| Westvaco Chemical Division, Food Machinery 


a Chemical Corp. 


POTENTIAL SOURCES OF LIQUID CHLORINE IN THE UNITED STATES 


(Where liquid chlorine is not normally sold) 


| 
Kentucky.............| Louisville. ...............-....| Goodrich Chemical Co. 


Louisiana. ............| Baton Rouge-- --| Ethyl Corp. 
Michigan_____- | Midland__ The Dow Chemical Co. 
New Jersey_...........| Deepw ater Point_. E. I. du Pont de Nemours & Co., Ine. 
New York___. .....| Mechaniecville West Virginia Pulp & Paper Co. 
Do..............--| Niagara Falls i > E. I. du Pont de Nemours & Co., Inc. 
Texas _..| Freeport-Velasco The Dow Chemical Co. 
Saltville___. Mathieson Chemical Corp. 


Mr. Keviener. Mr. Knott, of the Chief of Engineers Office, is here 
with Mr. De Angelis of the Chemical Corps. If you would come up, 
Mr. Knott. 

Mr. Knorr. Mr. Chairman, so far as the Army is concerned, we 
have reviewed the testimony. We have read the statement presented 
by Mr. Hooker yesterday, and insofar as the problem which confronts 
the Army in making productive use of this plant at this time, it feels 
that the best outlet is to offer this plant for lease. 

Mr. CunninGuam. Rather than sale? 

Mr. Knorr. Yes, sir; and in that way determine whether there is a 
market for its lease, as we firmly believe, and provide for its mainte- 
nance and care in that manner. 

Perhaps, Mr. Chairman, if you want to hear something about the 
current market on chlorine—after all, there has been a month tran- 
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as I understand it, the picture hasn't changed, but Mr. 
De Angelis is in touch with that and perhaps he would like to tell you 
about that. 

Mr. De Ance.ts. We have, Mr. Chairman, the latest information 
and that is that chlorine supply and caustic supply is balancing the 
demand at the present time. In fact, figures published on the. July 
13 issue of the Oil, Paint, and Drug Reporter, report that the stocks 
on hand at the end of April were 131 tons of chlorine, and that produc- 
tion during the month of April had been in the neighborhood of 7,800 
tons a day. 

Mr. Cunnincuam. That is all over the country? 

Mr. Dr AnGeEuts. All over the country, sir. And it stated that 
right now some chlorine was available due to the fact that the consum- 
ing industries were mostly on vacation schedules. 

In other words, you could buy chlorine because the consumers were 
on reduced production schedules due to vacation periods. 

Now, meanwhile, our plant down there, that we are considering for 
lease, is being maintained at Government cost. We are doing every- 
thing possible to reduce our expenditures. As I brought out in 
previous testimony, the force on hand was doing certain of the com- 
pletion of the construction and that is being phased out so as to reduce 
expenditures to a minimum. 

We feel that possibly very early in September we will have a con- 
tinuing demand for chlorine from that plant. 

However, the demand will not be for the full capacity, which is our 
reason for wanting to pursue the leasing of the plant in order that 
industry has an opportunity to avail itself of the excess capacity to 
meet. whatever needs it can develop and at the same time relieve us of 
a maintenance expense. 

Mr. CunninGuam. What period of time do you estimate it will 
take to advertise for bids and negotiate a lease in the event vou are 
successful in getting one? 

Mr. De Anceuts. Mr. Knott can answer that, I believe. 

Mr. Knorr. Mr. Chairman, in view of the provisions in this con- 
tract for the construction of the plant, which require that we give the 
Monsanto Chemical Co. an opportunity to decide whether it wants 
to lease it under the formula, there would be a delay there of 60 days, 
during which time we could only begin to make preliminary plans to 
advertise for bids. So that at best, if we started now, I doubt whethe: 
we could look toward leasing it under conditions that we like to offer 
these plants, with ample notice to industry, prior to mid-October or 
the Ist of November. 

Mr. Cunnineuam. Did you have an opportunity to peruse or re- 
view Mr. Hooker’s statement which is now a part of the record? 

Mr. Knorr. Not as carefully as Mr. De Angelis did, I believe, 
because it related primarily to the matter of supply. 

Mr. CunniInGHAM. In our brief conference with him yesterday at 
the conclusion of the hearing on the other matter, he stated that they 
felt this should be left in a standby condition for a year or more, as | 
understood it. What comment do you have to make? 

Mr. Knorr. Well, that apparently is a question of time. Mr. 
Gillis of Monsanto felt that if we delayed until we could determine- 
complete the construction of the phosphate development works, that 
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he would be in a position to know what he could do with reference to 
his rights. 

Now Mr. Hooker says a year. The thing we are confronted with, of 
course, in the meantime is our cost of maintenance. We feel that we 
can lease it at this time and we would like to offer it for less in any 
event. 

Mr. CunninGHAM. Let me state this: 

This being a subcommittee of the Armed Services Committee, it is 
our first and primary duty and obligation to look after the security of 
our country. The second is economics. 

Mr. Knorr. Yes, sir. 

Mr. Cunntneuam. Now, I would like to hear you comment first 
on the security phase, whether or not it would be detrimental to the 
security of the country to leave it on a standby basis and not lease 
it at the present time. 

Mr. Knorr. I suppose you have in mind there the question of the 
deterioration of the plant. 

Mr. Cunnincuam. No. 

Mr. Knorr. I don’t see how security—— 

Mr. Cunntneuam. No. I have in mind whether or not we might 
become involved in a situation where there would be a shortage. 

Mr. Knorr. Oh, I see. 

Mr. Cunnirneuam. Of product necessary. 

Mr. Knorr. Oh, I see. 

Mr. CunninGHAM. For security. 

Mr. Dr Ancetis. Mr. Chairman, as was previously testified in the 
other meeting or hearing, the chlorine plant is placed there to support 
the other facility. And our plans are to go into production at the 
other facility around the first of September. Now, possibly 

Mr. Cunnincuam. Chlorine is more or less incidental, then? 

Mr. Dre Anceuts. It is a support material for the operation of that 
plant. Also, the caustic that comes out of that plant. 

Mr. CuNNINGHAM. Yes. 

Mr. De Anceuts. Now, if the production of the chlorine plant is 
not utilized, or I mean if that plant is in standby, it means that we 
will have to go out and try to get chlorine from various suppliers. 
Now, as Mr. Gillis stated, chlorine from the suppliers is difficult to 
schedule on a short term. 

Now, we anticipate that we will have a continuing requirement, 
but that requirement will be initially very sporadic due to the fact 
that the plant is being embarked on a new production venture and 
there may be some bugs in the process. 

Therefore, if we complied with the desires that Mr. Hooker ex- 
presses, we would have an operation cost of the phosphate develop- 
ment works which would be much higher than would normally be 
encountered by getting chlorine at the Muscle Shoals chlorine plant, 
plus the fact that we would have maintenance of the Muscle Shoals 
chlorine plant also added to that cost. 

Mr. Cunnineuam. Do I understand by that that you would have 
to continue operating the Muscle Shoals plant in part any way? 

Mr. Dr Anceutis. We would operate it in part for the reason that 
the two plants have been constructed so as to effect economies, and 
we could not receive all the chlorine and caustic from the outside and 


ship out all the byproducts from the existing facilities in the phosphate 
development works. 

We would have to ship chlorine and caustic into the Muscle Shoals 
chlorine plant and by pipeline carry it over, in order to avoid additional 
construction costs. 

Mr. Cunnincuam. Then, if it was put on a standby basis, it would 
only be a part of the plant that would be put on a standby basis, in 
any event; is that correct? 

Mr. Dre AnGeuis. Well, we could maintain practically the entire 
plant in standby and have a crew there to handle these unloading 
facilities which would not be very 

Mr. CunninGuam. Now, let’s go to the economic side of the ques- 
tion. If vou did that, what would the cost be to the Government 
compared with leasing it? 

Mr. Dr Ancetis. Well, we feel right now that we have not gotten 
our crew for standby maintenance down to the barest minimum. 

Mr. Hooker made the statement yesterday that the cost would be 
1 percent or maybe 1% percent of the total acquisition cost of the 
plant for maintenance. 

Mr. CunnincuamM. Now, what was that acquisition cost? $20 
million? 

Mr. De AnGeuis. Around $21 million, sir. 

Mr. Cunninauam. And it would be 1 or 1's percent of that? 

Mr. De Anceuis. That is right, which would be between $250,000, 
maybe, and $300,000. 

Mr. CunnincHam. Per year? 

Mr. De Per year; yes, sir. 

Mr. Cunnincuam. Now what would you hope to lease it for? 

Mr. De AnceEnis. Well, if the Monsanto takes up their option, it 
would be, I believe, 12 percent of the present assessed—present 
evaluation. 

Mr. Knorr. Depreciated value of the plant. 

Mr. Cunnineuam. And what is the depreciated value? 

Mr. Knorr. It is the original cost, of $21 million, less 6% percent. 

Mr. Cunninauam. Per year? 

Mr. Knorr. Per year. 

Mr. CunNnINGHAM. For how many years? 

Mr. Knorr. And there has been approximately 1 year, so it would 
be only 1 year. 

Mr. CunnincHam. Well, the lease value would be in excess of half a 
million dollars a year then. 

Mr. Knorr. I believe we figured it the other day that it would run 
over $2 million on that basis. 

Mr. Cunnincuam. At 4 percent? 

Mr. De Anceuis. No; at the 12% percent of the current valuation. 

Mr. Knorr. Yes. 

Mr. Cunnincuam. Over $2 million a year? 

Mr. Knorr. That is right. 

Mr. Cunnrnouam. And the cost of putting it in standby would be 
between two and three hundred thousand a year? 

Mr. Knorr. Yes. 

Mr. CunninGHAM. So the difference to the Government would be 
upward of two and a half million dollars per year. 
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Mr. Mr. Chairman. 

Mr. CunNINGHAM. Yes. 

Mr. Ke.iener. | believe, in addition to that expense, there would 
be the expense of bringing in the chlorine and caustic soda from other 
sources. Can you estimate what that would cost? 

Mr. Dr Ancrnis. Well, we have paid freight rates or we know that 
freight rates would run from maybe $10 or $12 a ton to as high as 
maybe $30 or $40 a ton for each ton that would have toe be brought 
in there. 

Mr. Cunnincuam. How many tons a year or a day? 

Mr. Dr Anceuis. Well, we were anticipating at the most efficient 
operation of the phosphate development works—-we anticipate a re- 
quirement of around 110 tons of chlorine a day. If, however, the 
operation is not as efficient as we have reason to hope it will be, it 
could be much higher. 

Mr. Cunnincuam. Well, it could run up to a half million dollars a 
year additional or more? 

Mr. Dr Anextis. It would, sir; yes, sir. Plus the fact that we 
would have salt to dispose of, which we would have to ship out of 
there to some disposal point, and that, again, would create a problem. 

Mr. Cunnincuam. Are you in position to comment on what—it 
would do to the general market, the general industry in chlorine? 

Mr. Du Ancxzxis. This plant in its design capacity is about 3 per- 
cent of the total national capacity. Now, if the Government leased 
the plant and used, let’s say 50 percent of its capacity, that means that 
the overall national capacity, if it were operated at full efficiency by 
industry, would be increased by about one and a half percent. 

Mr. Cunnincuam,. Well, is that enough to break the market? 

Mr. De Anceuis. I honestly don’t believe it is. It may create 
some local disturbances maybe in certain market areas, but I feel it 
could be adjusted. 

Industry has been able to lease our other plants and has adjusted 
itself to the increased capacity. 

Mr. Cunnincuam. Of course, you are right back to the question: 
If you have 10 pairs of shoes and 9 buyers, it is a buyer’s market. If 
you have 9 pairs and 10 buyers, vou have a seller’s market, that is 
right, isn’t it? 

Mr. De Anceuis. That is right, sir. 

Mr. Knorr. That is right. 

Mr. Cunninanam. Mr. Bates. 

Mr. Bares. Mr. Chairman, I am sorry I was late this morning, but 
I wonder just what is the specific purpose of meeting on this project 
today? 

Mr. CunninGuam. Well, this is a continuation of a previous hearing. 
We want to make our decision now and wind it up. 

Have you any questions? 

Mr. No, sir. 

Mr. Bares. Has the question of the experiment which you were 
conducting down there--can you give us any more information on 
that? 

Mr. Du AnGeuis. I stated that we hope to have our test operations 
completed by around the first of September and anticipate with the 
best of luck to start taking chlorine from that plant around September 
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Mr. Bares. Well, didn’t you have some sort of a new process which 
would require less chlorine? 

Mr. Dr AnGeE.Is. Yes. That has not been fully tested, but we are 
hoping that it works out and we have all expectations that it will. 

And if it does work out, then we will take at the best only half of the 
capacity of that plant. If our efficiency is not up to that capacity, 
then we would take more than half of the capacity of the plant. 

Mr. Bares. Is that the test you expected to finish around Decem- 
ber? 

Mr. De AnGE.Is. No. That is the test we expect to complete by 
around the first of September. 

Mr. Bares. Yes. 

Mr. De ANGELIs. Our anticipation is in any event we will start 
operations around September 1. 

Mr. Bares. And what percent of the chlorine will you use then? 

Mr. De AnGeExis. We hope—of the Muscle Shoals chlorine plant? 

Mr. Bares. Yes. 

Mr. De AnGeuts. It will be a progressive amount. We will start 
out with probably 20 tons a day and gradually build up. 

Mr. Bates. What percent is that? 

Mr. De AnGeuis. That is 10 percent of the plant. 

Mr. Bares. Ten percent? 

Mr. De ANGE LIs. Yes, sir. 

Mr. Bares. You expect to build that up to what? 

Mr. De AnGeuis. Fifty percent of the capacity of the plant, if our 
efficiency is like we expect it to be. 

Mr. Bares. And then if this experiment works out, it will be much 
less than that? 

Mr. De AnGeutIs. No. We won’t exceed that until some other 
changes are made in that plant, such as if we have additional demands 
or we have further expansion in our phosphate plant. 

Mr. Bares. Well, didn’t I understand the purpose of the experi- 
ment was to bring about a condition where you use less chlorine? 

Mr. De Ance.is. We have incorporated that experiment in the 
construction of the plant. When we first started out, we had a de- 
mand for the entire capacity of the chlorine plant. However, certain 
technology was developed and it indicated that the same output 
could be obtained with half the amount of chlorine. 

In other words, we solved a serious byproduct disposal problem by 
being able to recover certain of the chlorine in that byproduct. 

Mr. Bares. You hadn’t resolved that when you were here last, had 
you? 

Mr. De Anae is. Well, it hasn’t been fully proven, but our antici- 
pation is that it is going to be successful. 

Mr. Bares. So you feel you are going to use approximately 50 
percent of the chlorine once you get going? 

Mr. De Anceuts. That is right, sir. 

Mr. Bares. And you anticipate no real changes from that, unless 
there is an unusual circumstance? 

Mr. De Ancetts. Unless there is an unusual circumstance and 
unless we have an additional expansion in our basic phosphate plant. 

Mr. Bares. So the problem of the experiment that we discussed at 
the last meeting has now been resolved? 

Mr. De Ance is. Right, sir. 
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Mr. Mr. Chairman. 

Mr. Cunnineauam. Mr. Kelleher. 

Mr. Keiienrr. Could you say—I think the big question before the 
committee now is: Do you think that industry will, in fact, bid to 
lease this plant under present conditions or by ‘the time that you are 
ready to go out with your invitations? 

Mr. Knorr. We have every reason, Mr. Kelleher, to believe that 
from the inquiries that we have received about the leasing of the 
plant. 

Mr. Bares. In other words, industry isn’t generally as fearful as 
the previous witness had indicated it would be? In other words, you 
could get good bids at this time or when you are ready to go out? 

Mr. Knorr. We firmly believe that. 

Mr. Keviener. All right. 

Mr. Cunninauam. Mr. Hardy. 

Mr. Harpy. Just one question. Have you sufficient knowledge of 
your chlorine requirements that industry can intelligently bid on? 

Mr. Dre AnGeuis. We propose to give industry a schedule or an 
indication of the demands that we would place on that plant. For 
instance, we expect to tell them that if we are going to take up to 40 
tons a day, we will give them 5 days’ notice, let’s say as an example. 

If we take up to 60 tons a day, we will give them 20 days’ notice. 

If we are going to cut back our production to a lesser amount, we 
will give them the required notice to make conditions very favorable 
for them to be able to adjust their marketing details. 

Mr. Harpy. Now, recalling the testimony we had about industry 
practices at the previous hearing, my recollection is that it was indi- 
cated that the industry contracted over a long period of time for its 
production. 

Now if that is the case, 5 days’ notice or 20 days’ notice wouldn’t 
be but so much help to industry. I am thinking now of the return 
that you are going to get from the rental of this plant. If industry 
is going to be faced with a condition under which it can’t intelli- 
gently contract for the sale of its output, then your price is going to 
be lower than it otherwise might be; isn’t that right? 

Mr. De Anceuts. That is correct, sir, and we have taken that fac- 
tor into account. 

While the Corps of Engineers has not gotten down to specific 
details on it, that is one factor that they are going to resolve before 
they come up with firm negotiations. 

Mr. Harpy. Well, are you prepared to say to your prospective 
bidders, ““We know that we will not require more than so much ton- 
nage or a certain percentage of our output’’? 

Mr. De AnGrEtts. We can certainly say for a definite period of 
time that more than 50 percent of the capacity of the plant will be 
available for industry’s exploitation. We can assure you 

Mr. Harpy. You can tell them that? 

Mr. De Ancz.ts. Yes, sir, we can. 

Mr. Harpy. Then how wide an adjustment in the daily deliveries 
would you provide for? In other words, if you are going to take 
5 tons or 40 tons a day, even on your 5- -day notice or what not, that is 
a pretty wide fluctuation, the figures I used, 5 to 40. 

Mr. De Anceuis. Well, it usually would be in units of about 20 or 
40, because those are units that you can get tankage for to ship. If 
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they had to load the excess into tank cars or some other unit for ship- 
ment, we would try to keep within multiples of shipping units. 

Mr. Harpy. Well, the key to the thing in my mind is the question 
as to whether you have adequate knowledge of your own requirements 
to be able to get satisfactory bids from industry. If you have, why, 
I am all for it. If you haven’t, then I think you would be better off 
to wait. 

Mr. Dre Anceuis. Well, we have not gotten down to specific details 
j with industry as to how much notice they want. We had only the 
opinion of Mr. Gillis, I believe, in that respect. 

Now, we have not had any discussions with other people on what 
they would want as notice or what arrangements they would like to 
i have in any bids that they would want to submit. 

Mr. Harpy. Well, I would like to see this plant, this chlorine plant, 
in operation by private operators just as quickly as you can get it that 
way, provided you can do it under terms which will give a reasonable 
return for the use of that plant. 

Mr. Dr Ancetis. Right. 

Mr. Harpy. But I don’t see how you can get a proper return for the 
use of that plant unless you have a pretty firm knowledge of what your 


; requirements are going to be so that industry can give reasonable bids 
on it. 

: Mr. De AnGetis. Well, Mr. Hardy, I am sure that the Chemical 
: Corps will be able to work that schedule out with the Corps of En- 
: gineers after they have had some indication as to what industry wants. 


We will try to work out something that will bring the maximum return 
. that fits in with our schedule. 
Mr. CunninGHam. And your lease will be submitted to our com- 
: mittee for approval. 
: Mr. Knorr. Not in the normal process. 

Mr. Harpy. Well, we are going to depart from the normal process 
under the condition you have. 

Mr. Knorr. All right. 

Mr. Harpy. With that, Mr. Chairman, I would move 


i Mr. CunNINGHAM. We will put that condition in. 

? Are there any more questions? 

; Do you have any more statements to make? 

4 Mr. De AnGe tts. Not unless the committee wants to hear it. 

Mr. CunnINGHAM. Have you any more witnesses, Mr. Kelleher? 
Mr. Keviener. No, sir. 


Mr. CunnineHam. Thank you very much, gentlemen. 
Mr. De Aneceuis. Thank you, sir. 
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